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WEDNESDAY, APRIL 3, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D: C. 
The subcommittee met at 10 a.m., pursuant to notice, in room G—16 
of the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 
Present : Senators Magnuson, Ellender, Robertson, Dirksen, Salton- 
stall, and Potter. 
RenecoTiation Boarp 


STATEMENT OF HON. WAYNE MORSE, A UNITED STATES SENATOR 
FROM THE STATE OF OREGON 


SUPPORT OF BOARD 


Senator. Magnuson. The subcommittee will come to order. 

We are glad to have Senator Morse here. I understand he desires 
to make a statement to the committee about the Renegotiation Board. 

Senator Morse. Mr. Chairman and members of the subcommittee, 
I appreciate this opportunity to appear in support of the request of 
the Renegotiation Board for an appropriation in the amount of 
$3,400,000 for the fiscal year 1958. I strongly support that request 
because I believe that the appropriation of $3 million approved by 
the House will not enable this agency to perform its duties effectively 
under the Renegotiation Act of 1951, as amended. 

As you know, the purpose of the act is to eliminate excessive profits 
from certain Government prime contracts and subcontracts related 
to the national defense program. 

In order to accomplish this purpose the act established an inde- 
pendent agency, the Renegotiation Board, which has the duty to 
review, after the fact and on an overall fiscal-year basis, the profits 
realized by defense contractors. 

Only last year the Congress, without a dissenting vote, recognized 
the continued need for renegotiation by extending the act for 2 more 
years. This need stems from the fact that we are presently in a 
period of semimobilization, with annual defense-procurement expend- 
itures running as high as an estimated $17 billion. Obviously, durin 
such a period of demand, competition sometimes is not effective enough 
to assure the Government of fair prices. Moreover, in view of rapid 
technological 

Senator Magnuson. How do you break down that $17 billion from 


= total defense budget? Is that just the procurement of material 
alone ¢ 
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Senator Morsr. Yes. Moreover, in view of rapid technological 
changes in weapons, procurement agencies often find it difficult to 
estimate costs and negotiate realistic contract prices. 

It is, therefore, still imperative that the profits realized under such 
contracts be examined in the renegotiation process. 


RENEGOTIATION “FLOOR” 


When the act was extended last year it was amended so as to raise 
from $500,000 to $1 million the minimum amount of sales of a con- 
tractor subject to renegotiation. This new “floor” was designed pri- 
marily to relieve small-business firms, by excluding from renegotia- 
tion those firms having less than $1 million renegotiable sales in any 
fiscal year. 

In addition, the so-called standard commercial article exemption 
was liberalized. Because of such amendments, the Board estimates 
that the number of contractor filings to be processed in fiscal 1958 will 
be reduced 25 percent. This does not mean, however, that there will 
be a 25 percent reduction in workload, because most of the cases elimi- 
nated by the new amendments are those which, in the past, have re- 
quired the least time and effort. 

This is evidenced by the fact that approximately 85 percent of the 
excessive profits determined by the Board have been found in the 


larger and more complex cases involving more than $1 million re- 
negotiable sales. 


PERCENTAGE OF REDUCTION IN WORKLOAD 


The Board estimates that there will be a 12 percent reduction in 
the workload and accordingly has requested an appropriation of 
$3,400,000 for fiscal 1958. In net effect, this represents approximately 
a 12 percent reduction from the current appropriation. 

Such reduction contemplates the abolition of the Chicago regional 
board, leaving only the New York, Detroit, and Los Angeles boards 
to cover the entire United States. It means the elimination of ap- 
proximately 45 Chicago employees. 

The appropriation of $3 million, which was approved by the House, 
would in effect be a 23 percent reduction from the current appropria- 
tion. It would require the estimated elimination of another 45 em- 
ployees, in addition to the 45 already mentioned. 

Such a drastic cut is not justified by the facts and is not in the public 
interest. Renegotiation cases necessarily involve complicated issues 
of fact and important questions of ri rep Any determination 
of excessive profits can have a most serious impact upon the business 
of the contractor involved. Hence, in fairness to both the Government 
and contractors, the Board must employ an adequate and experienced 
staff to give each case the careful consideration it deserves. 

Furthermore, the speedy completion of renegotiation proceedings 
is essential to industry. As soon as possible after the close of its fiscal 
year, a company should be able to determine its surplus condition 
for dividend purposes and its asset condition for financial purposes. 
Therefore, any “stretch-out,” such as would result from a severe cut 
in personnel, would be unfortunate. 
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EFFECTIVENESS OF ADMINISTRATION 


The purpose of renegotiation is not the raising of revenue. Yet its 
importance in the execution of the national defense program can be 
understood in the light of the following figures: From its organiza- 
tion in 1951 through December 31, 1956, the Renegotiation Board has 
determined excessive profits in the amount of $529,212,889, before Fed- 
eral tax credit. 

Voluntary refunds and price reductions revealed in renegotiation 
cases to the same date were $490,325,569. The Renegotiation Board’s 
expenses during the same period were $21,733,187. 

I can only conclude that any reduction in the Board’s appropri- 
ation request for 1958 would be false economy and would jeopardize 
the effective administration of the act. 

I close, gentlemen, by answering what might very well be a fair 
question to me: Well, after all, what is your particular interest in 
this whole renegotiation problem ? 

I have the same interest that each one of us has, and I have the 
additional history of interest. As the record shows, I have always felt 
that contracting for defense purposes is in no small sense—and we 
ought to face up to it I think—a form of economic subsidy to business. 

I am glad to pay it, because we must have this security. It is justi- 
fied from the standpoint of national defense. We also need to keep in 
mind the fact that if you could press a button this morning, bring to 
an end all defense contracting, you would have a terrific slowdown in 
the economy of this country. 

We are not yet geared to absorb into civilian production all of the 
productive power in the economy that now goes into defense pro- 
duction. The economists tell us it will take some years to so gear 
ourselves. 

When I talk to chambers of commerce—and a few still invite me; 
not as many as used to, but some still do—I talk to these businessmen 
about the form of economic subsidy that American business gets out 
of so-called defense contracts, because part of it is exactly that. 

We are, as a Government, putting this kind of an economic shot 
into the arm of American business. We ought to see to it that the 
profits are fair and reasonable. However, I am informed that in 
certain segments of defense production there is no competition. That 
is true because of the nature of the kind of production and sometimes 
there is only one, or at most two, concerns who can possibly bid. 

So you do have this special situation which I think makes it im- 
perative, from the standpoint of public policy, that we maintain a 
Renegotiation Board adequately staffed, and adequately financed from 
a public-policy standpoint and from the standpoint of sound economy 
as well. 

Senator Magnuson. Thank you, Senator Morse. I think this com- 
mittee is in complete agreement with the general objective of the 
Renegotiation Board. We realize that there are two sides to the coin, 
and if they are going to renegotiate a company they should know 
within a reasonable time what the renegotiation is going to be so that 
they can make their financial plans. 

I think probably the main criticism of the Board has always been 
that sometimes they lag in being able to get at some of these prob- 
lems and that has sometimes been caused by lack of personnel. We 
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were hopeful when we upped the minimum to $1 million that we 
might help that considerably. I guess it has, but any reduction in this 
personnel that would cause more of a regulatory lag is of deep interest 
to this committee. 

Thank you, Senator Morse. 


HOUSE REPORT 


Now, Senator Morse, you might listen to this: The House in their 
report said this and it is a brief statement: 

The committee recommends $3 million for necessary expenses of the Board in 
the coming year, a reduction of $675,000 as compared with the 1957 appropria- 
tion and a reduction of $400,000 in the budget estimate. Because the statutory 
floor on renegotiable business was raised from $500,000 to $1 million for fiscal 
years ending after June 30, 1956, the number of filings with the Renegotiating 
Board are expected to be reduced by 25 percent and result in a lesser workload 
in 1958. 


We are going to hear testimony on that. 


RENEGOTIATION BOARD 


STATEMENTS OF THOMAS COGGESHALL, CHAIRMAN; HOWARD W. 
FENSTERSTOCK, GENERAL COUNSEL; AND ROBERT F. HAGGERTY, 
DIRECTOR OF ADMINISTRATION 


RESTORATION REQUESTED 


Senator Magnuson. Mr. Coggeshall, Chairman of the Renegotia- 
tion Board, is here. If you will come forward we will be glad to hear 
from you, sir. 

Mr. CoccrsHatu. I would like to express appreciation on behalf of 
the Renegotiation Board for the voluntary support given by the dis- 
tinguished Senator from Oregon. 

Senator Magnuson. You have submitted a letter to the committee 
which we will place in the record in full, and again for the purposes 
of the record, the appropriations for 1957 were $3,675,000 and your 
budget estimates for the next fiscal year were $3,400,000, and retire- 
ment-fund contributions which is mandatory under the law amounts 
to $163,000 extra and the House recommended $3 million, or a cut of 
$675,000 from last year and $400,000 cut from the 1958 estimate. 

You are asking, I understand, for the restoration of the $400,000. 

Mr. CoccrsHaty. That is right, sir. 

(The letter referred to follows :) 

THE RENEGOTIATION BOARD, 
Washington, D. C., March 19, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1958, United States Senate. 


DeaR SENATOR MaGnuson: This will acknowledge your letter of March 15, 
1957, in which you request that I indicate by page and line of the appropriation 
bill for independent offices for fiscal year 1958 as reported to the House, the 
changes required in the public interest as it relates to the operations of the 
Renegotiation Board. 

In order to carry out adequately the renegotiation program in the interest of 
both the Government and contractors, it is considered absolutely necessary that 
the figure of $3 million, found on page 21, line 3, of the full committee print of 
the independent offices appropriation bill, as proposed, be changed to $3.4 million. 
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Your attention is called to the fact that the Board’s request for $3.4 million, 
as submitted to the House, already reflected the gradual reduction in workload 


resulting from recent amendments to the Renegotiation Act. Anticipated em- 
ployment at the end of fiscal year 1958 was shown as 400, a reduction of 60 from 
that expected at the end of the current fiscal year. Most of this saving will 
be accomplished before the close of the current fiscal year through the abolish- 
ment of one of its regional boards. 


The following tabulation shows the severity of the House cut: 





Fiscal year 1957 appropriation $3, 675, 000 
Fiscal year 1958 agency estimate 3, 400, 000 
Less House committee cut —400, 000 
PEOUGO GUC W OR oe da oe eee 3, 000, 000 

Less cost of matching 614 percent retirement deduction (no cost to 
agency. in fiscal ‘year! 1007 jztc. auc ass bs eet aes — 163, 000 
Comparative allowance for fiscal year 1958___-_-___-__---__-___ 2, 837, 000 
Actual reduction from fiscal year 1957 appropriation__._.___________ 838, 000 
Pereesitage: reduction. 2. ascii ee 23 


The $3 million figure would necessitate a further cut of at least 45 employees in 
addition to the reduction of 60 contemplated in the original estimate. Under 
such conditions it would not be possible to maintain our present rate of case 
completion and of refund determinations. Such delays would result in addi- 


tional costs to the Government, aS well as added expense and inconvenience to 
contractors subject to renegotiation. 


The estimate of $3,400,000 as presented to the Congress is the minimum figure 
required for the effective administration of the Renegotiation Act in fiscal year 
1958. We respectfully request an opportunity to appear before the Senate Appro- 
priations Subcommittee to present our justifications for $3,400,000 to conduct our 
operations in fiscal year 1958. 

Sincerely yours, 
THoMAS CoGGESHALL, Chairman. 
Senator Magnuson. You have a statement that we will be glad to 
hear. 
GENERAL STATEMENT 


Mr. Coccrsuau.. I would like to read my statement for the record. 

Mr. Chairman and members of the subcommittee, the Renegotiation 
Board appreciates the opportunity to appear before your committee 
in support of its 1958 budget estimate of $5,400,000. We have re- 
quested this opportunity because we consider the appropriation of 
this minimum amount imperative for the continued effective opera- 
tion of the Renegotiation Board. 

The House Committee on Appropriations proposed, and the House 
has passed, a cut of $400,000 in the Board’s estimate. This action, 
now pending in the Senate, represents in fact a reduction of $838,000 
from the 1957 appropriation of the Board, or a percentage reduction 
of 23 percent. 

For fiscal year 1957, the sum appropriated to the Board was $3,675,- 
000. For reasons hereinafter stated, the Board requested for 1958 
only $3,400,000, a decrease of $275,000. 

The Huss cut of $400,000 brings this reduction to $675,000. To 
this must be added the sum of $163,000, representing the cost of 
matching the 614 percent retirement deduction of Board employees. 
This was not an item of cost to the Board for fiscal 1957. The total 
reduction, therefore, aggregates $838,000 leaving the Board in fact 
with only $2,837,000 to carry out a program w hich will be only mod- 
erately reduced from that of fiscal 1957, for which it received an 
appropriation of $3,675,000. 
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We respectfully submit that this cannot be done without ——— 
personnel to a point which would seriously impair the pace an 
effectiveness of our performance. 


TOTAL RECOVERIES 


The Board’s expenses have always been very small in relation to the 
monetary benefit derived by the Government from renegotiation. 
From its organization under the Renegotiation Act of 1951. through 
December 31, 1956, the Renegotiation Board made agreements or 
orders determining excessive profits in the total amount of $529,212,889, 
before Federal tax credit. 

Voluntary refunds and price reductions disclosed in the course of 
renegotiation proceedings with contractors to the same date amounted 
to $490,325,569. Thus, the total amount of recoveries and price reduc- 
tions directly attributable to the renegotiation process, from the 
inception of the Board through December 31, 1956, aggregated 
$1,019,538,458. During the same period, the expenses of the Board 
totaled $21,733,187. 

Important amendments to the Renegotiation Act of 1951 were 
enacted at the last session of the Congress in the same legislation 
which extended the coverage of the act to December 31, 1958. The 
changes are only now beginning to be felt. It is not antic ipated that 
they will bring about any substantial decrease in the workload of the 
Board. 


RAISING OF STATUTORY FLOORS 


Among these changes was the raising of the statutory floor on 
renegotiable business from $500,000 to "$1 million for contractors’ 
fiscal years ending after June 30, 1956. 

Senator Macnuson. Let me ask a question there. Does the $1 
million represent the total amount of the contract ? 

Mr. CocersnaAty. It is the aggregate receipts or accruals in the 
contractor’s fiscal year. For purposes of renegotiation receipts and 
accruals under all renegotiable contracts are ¢ considered one contract 
for that year. 

Senator Magnuson. There may have been several small contracts, 
but if they amount to over $1 million they come under the act. 

Mr. Cocersuart. Yes, and the receipts or accruals for the year are 
subject to renegotiation. Because of this change in the law, said 
the House committee in its report, 

The number of filings with the Renegotiation Board are expected to be reduced 
by 25 percent and result in a lesser workload in 1958. 

This was the sole reason assigned by the committee for the drastic 
cut it proposed. We believe we can demonstrate that the committee 
erred in both its reasoning and its conclusion. 

Contractors with renegotiable sales in excess of $1 million are still 
required to file. The figures presented by the Joint Committee on 
Internal Revenue Taxation a year ago showed that for the period 
from 1951 through 1955 more than 85) percent of the excessive profits 
determined in renegotiation proceedings were found in the cases of 
contractors whose renegotiable sales exceeded $1 million. 
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Senator Magnuson. So that when we raise the floor we are only 
dealing with 15 percent of your business, is that true, generally 
speaking ? 

Mr. CoccrsHaLu. That is what we find. On the basis of a check 
made in my office last June we found that if the $1 million floor had 
been in effect that fiscal year closed June 30, 1956, we would have sent 
15.2 percent less cases to the field. 


TIME REQUIRED ON LARGER CASES 


It is obvious that the cases of these contractors, by their very mag- 
nitude and attendant complexities, demand the greatest care and con- 
sume the most time of the Board and its staff. It is equally obvious 
that, even where clearances result, far more care and time are neces- 
sarily expended upon the larger cases than upon the smaller ones. 

From these facts the Liatabide is inescapable that a 25-percent 
reduction in filings will not result automatically in a 25-percent de- 
crease in workload, and, therefore, does not automatically justify a 
25-percent (23 percent to be exact) reduction in funds. 


CLOSING OF CHICAGO OFFICE 


We do not mean to imply that no lessening of our workload what- 
soever will result from the anticipated reduction in filings. Some 
decrease in workload is inevitable. We believe we have given full and 
complete recognition to this fact by deciding, as we announced re- 
cently, that the office of our Chicago regional board would be closed 
not later than May 31, 1957. 

That action will result in a net elimination of approximately 45 
employees, or nearly 11 percent of our current staff. The resultant 
saving in personnel expense and other expense was taken fully into 
account in our reduced budget estimate of $3,400,000 for 1958, which 
was approximately 12 percent below our 1957 appropriation. Any 
further reduction in that estimate is manifestly unrealistic and 
unsound. 

We respectfully request that the amount of the cut imposed by the 
House be restored to our appropriation for the fiscal year 1958. 

Senator Magnuson. The Chicago area, as you have it set up, in- 
cludes about 16 States, does it not ? 

Mr. CoccesHatu. Yes, and we have reapportioned the territory. 
We have given most of it to Detroit and we have done it in the most 
economical and efficient way we can. Contractors located in Illinois, 
Indiana, Iowa, Minnesota, Mississippi, Missouri, Nebraska, North 
Dakota, South Dakota, and Wisconsin will be assigned generally to 
the Detroit regional board. 

Contractors located in Arkansas, Kansas, Louisiana, Oklahoma, 
and Texas will be assigned generally to the Los Angeles regional 
board. We found that territorially, the Southwest territory had a 
very easy tieup for contractors and for plant visits to Los Angeles 
and secondly, the bulk of the renegotiable businesses in those States 
was performed by subcontractors to the great aircraft companies in 
Los Angeles, on the west coast, Los Angeles and Seattle, which are 
already in the hands of the Los Angeles regional board. 

It brings prime contractors and subcontractors in the same field 
to the same regional board. 
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TOTAL PERSON NEL 


Senator Magnuson. How many people do you have in total? 

Mr. CoccrsHau. For budget purposes, we had 460 for this year. 
In the process we accept the ‘Chicago board going. With the budget 
we had last year, we could not have carried this full organization 
through to June 30. We have had no replacements for people who 
have resigned and the Budget Bureau was of the opinion that we 
should merge the Chicago board into Detroit and Los Angeles, as 
far back as last December. 


TOTAL FIELD EMPLOYEES 


Senator Magnuson. How many of the 400 plus that you have are 
in the field and how many in Washington ? 

Mr. Cogcrsuatt. In Washington I ‘would have to ask Mr. Hi aggerty 
to confirm that, but I think that we have 190 in he: vdqu: wters with 
the Board and the staff and that leaves 270 in the field. 

Senator Maenuson. You have over 40 percent in Washington, and 
close to 60 percent in the field, in the so-called regional offices 

Mr. CoccrsHauy. That is correct. I find it is 160 in headquarters 
and that is 300 in the field. 

Senator Porrer. What do you mean by “budget purposes”? 

Mr. Coccrsuati. When somebody drops out you have your aver- 
age man-years and it so happens that we have come down to about 
440, as against the 460 on approved positions, but we did not fill 
any one who slipped out and I had a certain amount of internal reor- 
ganization with the hope of keeping the Chicago regional board in 
existence if possible. 

That was up to June 30. May 31 was the time we had to do it. 

Senator Macnuson. Let me ask you this: Take a contractor, and 
let us use the west coast for example, a contractor in Seattle, if he 
is to be renegotiated on his contract, he would then go to Los Angeles ? 

Mr. CogcrsHaty. That is right. 

Senator Macnuson. And they would start with the preliminaries 
and all of the filing and so on? 


CLEARANCE PROCEDURE 


Mr. Coccrsuati. And prepare a report and a recommendation. If 
the total amount of the renegotiable profits for the year of that con- 
tractor is less than $800,000 any action they take in Los Angeles is 
final. We have delegated to our regional boards final authority in 
sases Involving less than $800,000 renegotiable profits in any one year. 

Senator Maanuson. If it 4 over $800,000 the regional boards made 
a recommendation to Washington ? 

Mr. CocersHati. A recommended determination—either clearance 
or a refund, one or the other. 

Senator Magnuson. And that would then come here? 

Mr. CoacesHaty. That is right. 

Senator Magnuson. And then for a final clearance if it is over 
$800,000 profits, they would come to Washington for the final clear- 
ance, but a lot of the preliminaries and details would have been done 
in the regional offices. 
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Mr. CoccrsHau. That is our standard practice. 
Senator Magnuson. Is that corect ¢ 
Mr. Fensterstrock. It is more than a lot of details. It is that the 
entire case has been processed to the point where the regional board 
is able to make a tentative determination and recommendation to the 
statutory board here. 
FIELD PERSON NEL 


Senator Maanuson. Do these field people go to the place 
occasionally ¢ 

Mr. Coccrsuatu. Yes. 

Senator Magnuson. I was thinking in my own State, Boeing, 
which would be a big contract, they would not have to haul every- 
thing down to Los Angeles, would they ? 

Mr. Coccesuaty. They make a filing with us and we go up and sit 
down with them and work out the details on the accounting which 
are quite involved and they are called on to make one appearance 
and one only. 

That is at the end, in the Los Angeles Regional Board, when they 
have made up their mind to a proposal. 


EXPERT PERSONNEL 


Senator Magnuson. I assume that this is correct, and I remember 
going into these matters in the past years, that you do because of the 
nature of these cases have to have a lot of so-called experts. 

Mr. Cocersnaty. Absolutely. Outside of clerks, we have ac- 
countants and renegotiators and they must be accountants of the 
highest professional capacity and the renegotiators must be men with 
substantial business experience, that is, to make a recommendation. 

The Board members must be, too. Our people face up to the finest 
professional talent in America. 

Senator Magnuson. If you move them around too much and there 
is not some sort of stability in the organization, you are apt to lose 
them because they can always go out some place else and get ajob. 

Mr. CogcrsuHatu. The minute we Seeoied a decision in Chicago—we 
had something like 22 or 24 accountants in the Chicago office and a few 
we can take up, but half have already gone. I went out last Thursday 
to see that the liquidation is orderly but something like half of the 
accountants have already left or given notice that they were leaving. 
A few were interested in going to Detroit, but not many. 

Senator Magnuson. Of course, your workload is directly in ratio 
to the number of defense contracts or procurement contracts that are 
made each year. 

Mr. CoccrsHatt. That is right. 

Senator Magnuson. For the next fiscal year, it looks as though we 
will be making as many procurement contracts as the last fiscal year 
or maybe more, is that not correct ? 

Mr. CogcrsHaLt. My contact with the Defense Department and 
what I read so indicates. We take that figure of $17 billion that Sena- 
tor Morse mentioned, as hardware, and we find that for purposes of 
renegotiation, it comes within the purview of about twice that amount 
of dollars. About half of the work of prime contractors is done by 
subcontractors in the large, who are also subject to renegotiations 
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ESTIMATE OF PROBABLE RECOVERIES 


Senator Macenuson. Last year, or this fiscal year, you estimate that 
under the refund determinations they you will ‘take in approximately 
$150 million. 

Mr. Coacrsnaty. Yes. Our refunds to date; that is, through Feb- 
ruary—I looked at the figures last night and I have monthly figures 
coming to me—recoveries to date have been over $90 million. We have 
before 1 us, that is coming before us, recommendations made in the field 
of something in excess of $60 million more 

That means from my experience that the recoveries on June 30 will 
not be under $150 million. 


ADMINISTRATIVE COSTS 


Senator Maenuson. And the administrative costs in that particular 
case runs around $3,800,000 ? 

Mr. CoecrsHaty. Last year, or this current year; $3,675,000 is all 
we had the last year. 

Senator Magnuson. It seems to me from your chart here that you 
are making some progress in the relation of administrative costs to 
the amount of refund determinations, because you will note in 1952— 
of course you were just getting started there, and you brought in about 

$1 million and your administrative costs were $1,600,000. 

Mr. CoccrsHatu. Yes, sir. 

Senator Macnuson. In 1953 you brought in about $20 million and 
your administration costs were $5 million. 

But then, in 1954 you were rolling on your cases so your admin- 
istrative costs were still $5 million but you brought in $119 million. 
In 1955, $167 million was on refund determinations but you lowered 
your administrative costs to $4,400,000. 

Last year you were down to $3,800,000 costs and you are still run- 
ning around $150 million in refunds. 

Mr. CoecresHaty. That is correct. 

Senator Macnuson. And the $3,800,000 would be about the same 
administrative costs for next year. 

Mr. CoccrsHatn. Yes. 


HISTORY OF RENEGOTIATION ACT 


Senator Roserrson. Mr. Chairman, this is a subject in which 
I have been interested for some time. You may recall that in the 
early part of World War II, Representative Case and now Senator 
Case put a provision in the appropriations bill on this subject of re- 
negotiation and a limitation upon expenditures for the Defense De- 
partment, but it was a nice gesture and that is all it was. It was not 
a workable program. 

The administration asked the Ways and Means Committee to frame 
a Renegotiation Act and Congressman Disney of Oklahoma, who was 
senior to me at that time was named chairman of the committee and 
I was on the subcommittee and we framed the Renegotiation Act 
under which we operated through World War IT. 

Mr. Coeersuaty. April 28, 1942, ves. 
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Senator Rozertson. And under it was made recoveries of I believe 
over $4 billion. ret 

Mr. Cocersnaty. The‘ net: recoveries were about $3 billion and 
the gross was $11 billion. I was connected with wartime renegotia- 
tion and I was vice chairman of the Air Force Board. 

Senator Rogerrson. Then, someone introduced a bill in 1951 
and 

Mr. CocersiaLi. In 1948 there was a bill, Senator. 

Senator Rosertson. Whoever did it was not too familiar with what 
was involved and I got interested in it and we reframed and changed 
that bill, and did that become the bill of 1951? 

Mr. Coaersnatt. That is the 1951 bill. It is very similar to the 
wartime act to which you refer. 

Mr. Fensterstock. Fhat is the law under which we are operating 
today. 

Senator Rosertson. I have no definite information about what it 
should cost to operate this agency, but I do know that it has been 
one of the really good agencies we have had because it saved the 
Government a lot of money. 

You have in recoveries and price reductions since 1951, received a 
total of over $1 billion and the administrative expense was $21 
million. 

Mr. CoccEsHau. It was 2 percent. 

Senator Rosertson. I think that is a good showing and I note from 
your statement that you went before the House and said that you did 
not think your woritnud was going to be materially reduced but you 
would try to operate for a little:less. 

Mr. CoccrsHat. I reached an agreement with the Budget Bureau 
on that. 

Senator Rosertson. They said that you have not gone nearly far 
enough and they cut P Se 23 percent. That is about what happened. 

Mr. CoccrsHaLu. That is what they have done. 

Senator Macnuson. I think our problem here is that the House, 
right or wrong, estimated that the raising of the floor to $1 million 
would reduce your workload 25 percent, at least. It turns out that 
you are only dealing with 15 percent. 

Mr. CoacesHatu. That is the maximum. 

Senator Macnuson. Of your filings, and so that if you had the total 


reduction of those filings, you still would be only reducing your work- 
load 15 percent. 


Mr. CogcrsHaty. That is true. 

Senator Magnuson. Or comparable to that. 

Mr. CocersHatyt. That is the way we see it. 

Senator Magnuson. And you cannot expect even the total amount, 
so the workload has not been reduced nor do you anticipate with the 
next year’s procurement budget surely, that it will be reduced any- 
where near the 25 percent that the House suggested. 

I think that is the problem we have to deal with. 

Mr. CogGEsHALL. We think it is utterly impossible, and we would 





be thrown back and we would be in arrears. 
Senator Magnuson. It will be reduced some. 


Mr. CoacrsHatt. Yes; and I agreed with the Budget Bureau that 
we could live with $3.4 million. 
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EFFECT OF ABOLITION OF BOARD 


Senator Dirksen. Suppose there were no Renegotiation Board. 
What would your situation be? 

Mr. CoccrsHatu. In the first place, I take more satisfaction, myself, 
in the voluntary price reductions and refunds made to the defense 
services by contractors which figure is coming very close to our actual 
recoveries. 

Now, no contractor, or I will not say no contractor, but 99 con- 
tractors out of 100, most of them are corporations, they would not and 
could not without jeopardizing themselves make voluntary refunds 
and price reductions to the defense services when they have firm 
contracts. 

The directors would be answerable to stockholders for giving money 
away. We encourage what we call self-renegotiations and I take 
more pride in that one-half billion dollar voluntary price reductions 
and refunds which are disclosed to us in renegotiation proceedings 
made by contractors. 

PRICE FIXING POLICY 


To begin with, that would go right out the window. Secondly, with 
no renegotiation, the negotiators of contracts in my judgment, based 
on experience over a great many years, would not be as amenable 
as they are to the fixing of price on negotiated contracts with the 
procurement departments. 

You will realize that in the Air Force and in the Navy, over 90 per- 
cent of their expenditure of funds is under negotiated contracts and 
not under contracts let as a result of competitive bidding. The cost 
of defense would increase materially without renegotiation. It would 
be far in excess of our recoveries. 

Senator Macnuson. Or the threat of renegotiation. 

Mr. CoccrsHatu. We do not like to speak of it as a threat. We do 
not conduct it as an adversary proceeding and I want to take my hat 
off to the great bulk of American industry the way they cooperate 
with us in renegotiation. We have had determinations through last 
June of excessive profits in the number of about 2,800 cases. Out 
of that 2,800 cases, agreements have been reached with us at the top 
level, if not in the field, in 2,600. 

We have had to issue unilateral orders in the cases of only 200 out 
of that 2,800, and of that 200 only 40 have seen fit to go to the Tax 
Court. 

We have not been upset in a single case in the Tax Court yet. That 
is in postwar renegotiation. 


EFFECT OF RECAPTURE OF FUNDS 


Senator Dirxsen. If funds are recaptured, they are deductible for 
tax purposes, are they not ? 

Mr. CoccrsHatu. No, we operate before taxes, They get tax credit 
when they pay tax. That is, I think, if I follow your question, Senator 
Dirksen, if there is a finding of $1 million excessive profits and the 
contractor has paid 52 percent tax, $520,000, he gets tax credit by 
applying to the Internal Revenue Service to the tune of $520,000. On 
the books our collections go to the general fund of the Treasury and 


- me 
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they credit the $480,000 cash to renegotiation plus the $520,000 which 
is transfer red from one drawer in the desk of Internal Revenue over 
to renegotiation, the theory and the concept of it being that it operates 
before taxes. Those profits found to be excessive are profits which 
under the law the contractor should never have realized and, therefore, 
he is not bound to pay taxeson them. They are just tentatively profits. 


Senator Ronertson. That is, they are not includible in net taxable 
income. 


Mr. Coccesnatn. No. 

Senator Drrxsen. If, actually, there is excess profit, the contractor 
has to declare it under the corporate income taxes. 

Mr. Coccrsnat.. That is excess, rather than excessive. 

Senator Dirksen. It does not make any difference. Whatever the 
income is, that is important. 

Mr. Coeersnatt, Yes. You gentlemen suspended the excess-profits 
tax effective December 31, 1953. 

Senator Dirksen. But I am thinking of the corporate revenue and 
the tax that he pays. So that, quite aside from renegotiation, if there 
were no renegotiation he would have to declare whatever the profit is. 


EFFECTIVE BRAKE ON INFLATION 


Mr. CoccresnAryu. If there were none, it would go higher and you 
would get more taxes, and it would undoubtedly keep up the inflation- 
ary spiral. 

Senator Dirksen. So, when we talk about rec: ptures and refunds, 
that is a wholly speculative figure which, of course, would be well 
modified and altered after the Internal Revenue Service got through 
with the taxpayer. 

Mr. Coccrsnatn. That is true. But one of the great accomplish- 
ments of the wartime renegotiation, which the Senator referred to, was 
the belief that it held down the inflationary spiral in the war. It is 
also contributing in a smaller way at the present time. It is about 
the same proportion to wartime, taking the amount of contracts into 
account. You are running $20 billion where you had $100 billion 
for procurement in war. The ratio shows about 5 to 1 in recovery. 

Senator Macnuson. What is the procedure when corporation A 
has a defense contract with the Government which may not be a 
great portion of its business? The corporation itself does not make 
excessive profits at the year end, but in that one contract there were 
excessive profits. Do you renegotiate the contract itself? 

Mr. CocersHaty. I cannot recall one single case where we have ever 
found a contractor in renegotiation who operated under only one re- 
negotiable contract in the year, Senator. It is a theory. 

Senator Magnuson. What I am thinking of is this: The corpora- 
tion may have made so-called excessive profits on the war contracts, 
but the corporation itself at the year’s end does not show excessive 
profits because they have not made it on that. 

Mr. CoccrsHaLu. We look at all of the renegotiable business and 
we would not select just one contract. 

Senator Magnuson. Do you look at all of the business of the 
corporation ¢ 

Mr. Cocersuatt. You mean the nonrenegotiable? That is set to 
one side. Of course, if it is business of the same character and the 
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same nature which they have engaged in for years and the defense 
business is only what you might call 1 secondary, clearly secondary, is 
that what you have in mind? 

Senator Macnuson. Yes, 

Mr. CocersHaLtt. We would be guided very much by the historic 
earning power. 

Senator Macenuson. I was going to finish this, then, but the corpo- 
ration could conceivably end up at the end of the year losing money, 
but yet making excessive profits on a portion of it in a war-procure- 
ment contract. 

Mr. Cocersuat. If it were related business, Senator, business of 
the same character, we would give it consideration. 

As occasionally happens, a company, we will say, engaged in mak- 
ing washing machines or refrigerators or laundry irons and so on, 
takes a contract with the Government in a special plant and contracts 
to make wings and spars for airplanes. 

The loss on the nonrenegotiable business would have no bearing at 
all on our judgment as to the reasonableness or the excessiveness of the 
profits realized on the wholly unrelated defense business. 
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POSSIBILITY OF BELOW-COST BIDDING 


Senator Porrer. Is it not true that some of your companies, how- 
ever, because they have had contracts where they are subject to re- 
negotiation and refunds would be in order, then will go out and bid 
on similar contracts at a cost or below-cost basis which would be un- 
fair to possibly other bidders because of the renegotiation features of 
other contracts ? 

Mr. Coccrsuaty. We have heard that theory propounded many 
times, Senator Potter. It could happen. We have never run across 
an example of it which we could spot, but it could happen. 

Senator Porrer. I have heard it stated particularly in the elec- 
tronics field, for example. 

Mr. Coccrsiaty. I have heard it asserted, but we do not find evi- 
dence of it. The people who are important in that field, we find them 
making, we will say in that particular field, money right across the 
board. That is on negotiated contracts and on contracts, let as a re- 
sult of advertised bids and we do not see them with losing contracts. 

Senator Porrer. You do not run into any contracts where they have 
taken them below cost ? 

Mr. CoaersHatyt. Not that we are aware of. We find in the big 
field, in the field you are speaking of, the big people like General 
Electric and Westinghouse and so forth. That is just to mention a 
few names. We do not see them losing money on any portion of their 
defense business. That is either fixed price or redeterminable or in- 
centive or cost plus fixed fee, or contracts let as a result of advertised 
bids. They make more on negotiated contracts, and, generally speak- 
ing, they would, than on those let as a result of advertised bids. 

But they make money on allofthem. I think that is the basic ideal 
of American business. I have never heard of a company actually 
losing money on them. 

Senator Porrer. I have had complaints of the fact that your big 
companies, because they have large refunds from contracts and prior 
contracts, will then go ‘out in order to maintain their work force, will 
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then go out and secure Government contracts at cost or below cost 
basis. 

Mr. CoaersHaLLt. When we come across one of those, Senator Pot- 
ter, we have been looking for them ever since I have heard the theory 
and it is theoretically possible 

Mr. Fensrerstock. This same suggestion was made to the Joint 
Committee on Internal Revenue Taxation a year ago, in the course of 
its study of renegotiation. The committee considered the possibilit 
and this supposed practice, but found no evidence whatsoever that it 
does exist and no concrete instance of it ever having occurred. 

Mr. CoccesHaLy. Complainants were asked to give examples and 
they did not show up. 





FORD MOTOR COMPANY VOLUNTARY REFUND CASE 


Senator Porrer. I believe it was a few weeks ago, and this is on 
another question, I seem to remember a story that appeared as a re- 
sult of a hearing, I believe, in the House, of the House Armed Serv- 
ices Committee, about Ford Motor Co. They had tried to return $1 
million or something. 

Mr. CogGEsHALL. Tt was $5 million. 

Senator Porrer. On an Air Force contract ? 

Mr. CocersHaty. That is right. 

Senator Porrer. Now, they had difficulties, 1 understand, in get- 
ting the Air Force to take the money back. 

Mr. CoccesHatt. They were working through Boeing. May I add 
a little epilogue to that, which did not appear in the hearings. We 
take great pride in having been what you might call the midwife in 
the circumstances of working out a special accounting agreement with 
the Ford Motor Co. whereby this money was repaid to Boeing and 
through Boeing to the United States Government, and to the Air 
Force. 


INCENTIVE TO KEEP PROFITS IN LINE 


Senator Porrer. The reason for bringing this up is that I would 
assume with all good intentions that Ford may have, I would assume 
the fact that we have a renegotiation act is certainly another incentive 
for them to try to keep their profits in line. 

Mr. Coaersuatn. You can be quite sure of that. They came to us 
to see what could be done on this. Mr. Fensterstock, our General 
Counsel, worked out a special accounting agreement with them which 
was necessary because it was past the year to which this voluntary 
refund was related. That could not otherwise be done but we are 
serving the United States Government, and we are not just working 
to bring money back through the Renegotiation Board. 

We could have recaptured that money in renegotiation, but we set 
up a special accounting agreement and acted as the intermediary be- 
tween them and Boeing and the Air Force and the $5 million was 
repaid this spring. 

It was repaid through Boeing, to the United States Air Force. 

Senator Porrer. I think it 1s very important because we have as 
you well know, many of our agents who are contracting for the Gov- 
ernment in various fields, military and others, and unfortunately 
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they are men that do not have the experience in that field, Many of 


the contracts are in new areas where costs, I assume, are difficult to 
determine. 

Therefore, I think it will be necessary to retain a Regenotiation 
Board feature. 


AVERAGE PROFITS PERCENTAGE FIGURE 


Senator Magnuson. Do you have an average profit figure on re- 
negotiable contracts ¢ 

Mr. Coccrsuatn. No, Senator. The Senator referred to the Case 
amendment on the Vinson Act, which passed the House of Repre- 
sentatives in March of 1942 and they set up a rate of 6 percent on all 
Government contracts and subcontracts, that is 6 percent before taxes. 
It passed the House unanimously and as I recall the great Judge Pat- 
terson, then Assistant Secretary of War, asked the Senate not ‘to pass 
it and to introduce the Renegotiation Act providing flexibility and 
discretionary law on the basis that 6 percent might be altogether too 
much in some cases, such as a man who, we will say, was in the habit, 
or whose sales of shoelaces were perhaps a million pairs a year and 
made 3 or 4 percent and 5 million from the Army came in and he 
would run away up, first in percentage and away up in dollars and 
have five times as much business. 

In a case like that, he said, 6 percent would be altogether too much. 
In other cases, requiring getting off into new and untried fields with 
the raising of money in the market and so forth, to serve the war 
effort, 6 percent would be altogether too little. Out of it came the 
Renegotiation Act of 1942. 

Senator Magnuson. Do you start with any particular average that 
you look at? Six percent is a sort of normal figure that everybody 
pulls out of the air because it is used in commerce. 

Mr. CoacrsuHati. Someone said 10 for shipbuilding and 12 for air- 
craft, but that was suspended. It was suspended on the recommenda- 
tion of the Finletter Commission, you may remember, that that would 
be altogether too much and would not prevent excessive profits when 
they started on the great expenditure of $5 billion for expanding the 
Air Force. 

Senator Magnuson. What I am trying to get at for the record is 
this: You do not start with any fixed figure on profits? 

Mr. Coecesuatn. That is right. 

Senator Maanuson. Each case is taken according to its own cir- 
cumstances surrounding it? 





SIX STATUTORY FACTORS 
Mr. CogersuHati. With certain broad criteria established by the 
Congress, the so- called six statutory factors, beginning with judgment 
of the contractor's effici iency. 

Senator Magnuson. There might be a case where someone started 
on some special thing and I think the record ought to show this, some 
special electronics devices and he might make on his first contract 
25 to 30 percent, but he is putting that back in for development in the 
future contracts. 

That might be justifiable, whereas with a big aircraft company 
with hundreds of millions of dollars worth of business maybe 3 
percent would be justified. Is that the way you operate? 
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Mr. CoccrsHatt. You are a lawyer. There is an old latin phrase 
that the lawyers use, I think, mutatis-mutandis, that is, the things 
that have to be changed. 

We have to weigh each case. If you did not have the case system, 
and it had not been originated in the Harvard Law School 40 years 
ago, it would have had to be originated in renegotiation. 

Senator Macnuson. That gave some of us a lot of trouble in school. 

Are there any further questions ? 


PERCENTAGE OF CONTRACT AMOUNTS RECAPTURED 


Senator Dirksen. I have some questions. Mr. Coggeshall, have 
you developed a percentage figure indicating how much, percentage- 
wise, you have recaptured in the case of these various contracts 4 

Mr. CoccrsHau. In the large; yes. It has not been a matter of 
official record, but in the refund cases, the refund cases being thrown 
altogether, airframe companies, electronics, textiles, chemical com- 
panies, and this, that, and the other, everything altogether, on a 
weighted average, paying no attention to whether the business was 
performed under fixed price contracts, incentive-type contracts, or 
CPFF contracts, terminations, and so on, it is in the neighborhood 
of 10 percent. It does not mean anything. 


TAXATION OF EXCESS PROFITS 


Senator Dirksen. Well, the Treasury Department would have had 
more money by taxing that excess at 52 percent. 

Mr. CoaGrsuHat.. Would they have had more money ? 

Senator Dirksen. Yes; it would have to be declared as income, 


certainly. 

Mr. CocersHaLt. No; they would not have had more money. You 
see, every $1 million we collect represents $520,000 by way of tax, 
and $480,000 by way of net recovery. ; : 
- Senator Dirksen. I wish you would put an amplified statement 
in the record on that point. Would you give your best judgment 
as to how we would fare under the regular corporate tax rates if 
we had no Renegotiations Board ¢ 

Mr. Cocersuati. It is as simple as that. That is all there is. I do 
not know how I could amplify it. We operate before taxes, and if a 
company, where we make a finding of excessive profits to the tune 
of $1 million and it has filed its income tax return and it has paid— 
because people do not have to file with us until after they have filed 
their tax returns, and they have to pay their taxes—under the present 
tax law, for every $1 million of excessive profits we find, the con- 
tractor is obligated to pay $520,000 in taxes, and $480,000 out of the $1 
million would not go to the Treasury outside of the Renegotiation 
Act. 

Senator Dirksen. But when you capture a part of his money, he 
gets a credit for it. cd 

Mr. Coacrsnatt. Of the $1 million he gets credit for $520,000. 

Senator Dirksen. Well, it would be rather interesting as a 
[ believe, to develop through the Internal Revenue Service 
tust what that picture is. 


subject, 
and see 
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Mr. Coccrsuatt. Well, they would give you the same answer, Sen- 
ator, I am sure, that they give us, because they see all of these things 
and they calculate the credit, and we do not calculate the credit. 


COMPARISON OF REQUEST WITH PRIOR YEAR FUNDS 


Senator Dirksen. You asked the Budget Bureau for more money 
in 1958 than you had in 1957; did you not? 

Mr. CocersHati. No, sir. We asked for $3,400,000, and we had for 
1957, $3,675,000. 

You mean when we went to the Budget Bureau? I thought you 
meant the House. 

We asked for $3,780,000. It was $3,600,000, plus $180,000 then 
estimated for retirement, and, in other words, $75,000 less-on a com- 
parable basis. I worked it out with the Budget Bureau and they felt 
the time had come when we should merge or come down to three re- 
gional boards. They wanted me to do it by December 31. I said 
there was too much arrears in the Chicago regional board to be sent 
to Detroit and Los Angeles, and I asked them to go on at least through 
the third quarter of this year, March 31. I got their agreement to 
that, but they had from me a firm agreement that we would have that 
liquidated before the end of this fiscal year. 

Senator Dirksen. My statement, of course, is correct then, that you 
asked the Budget Bureau for more money in 1958 than 1957. 

Mr. CoecrsHaxy. I am sorry; not on a comparable basis. On a 
comparable basis, we asked for $3,600,000, plus $180,000 to pick up this 
retirement. 

Senator Macnuson. That turned out to be $163,000? 

Mr. CoccrsHatu. After we reduced our staff ; yes. 

Senator Dirksen. But that the record may be clear, you asked the 
Budget Bureau for $3,780,000. 

Mr. CoacrsHaty. That is right. 

Senator Dirksen. That is $105,000 more than the 1957 appropria- 
tion? 

Mr. CoaGrsHa. Yes, sir. 

Senator Dirksen. So the Budget Bureau cut you $380,000 4 

Mr. CocersHay. Yes, sir. 

Senator Dirxsen. There is, of course, the compensatory item of 
$163,000 for retirement ? 

Mr. CoacesHatu. Yes, sir. 


BOARD PROCEDURE 


Senator Dirksen. Now, precisely what is the procedure whereby 
cases get before the Board. Do they come in, or do you notify them ? 

Mr. CocersnALi. The contractors are called upon to file. I will 
read it and put it in the record from our annual report. 

Senator Dirksen. All right. 

Mr. CocersHaL, It is a brief outline of the renegotiation process : 

The act requires every contractor to file a report with respect to its renegotiable 
business for the fiscal year. All reports are considered by the Headquarters 


Board in Washington. Those which show aggregate renegotiable sales below the 
floor, that is the minimum amount prescribed in the statute— 


| 
| 
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and that has varied from $250,000 to $500,000 and now it is $1 million— 


are set aside. In cases above the floor, if the profits are obviously not excessive, 
no further action is taken and the contractor is so notified. 


That happens in 7 cases out of 10. 
All other eases are assigned for renegotiation to a regional board, usually on a 
geographic basis. 

The regional board commences renegotiation, obtains such additional informa- 


tion as it needs and then determines whether the contractor realized excessive 
profits and if so, in what amount. 


The Board has delegated to the regional boards final authority to make agree- 
ments in cases involving aggregate renegotiable profits below $800,000. If in any 
such case, the contractor accepts the determination, an agreement is made for 
the payment of the amount determined. 

Otherwise the regional board issues an order directing such payment. From 
this order the contractor has a right of appeal to the statutory board. 

The time is within 90 days. 
Senator Dirksen. Describe that in a little more detail, will you‘ 
Mr. CoccrsHaty. If I may finish this: 


In the larger cases, in which the regional boards do not have final authority 
to make agreements, the determinations of the regional boards must be ap- 
proved by the Statutory Board before agreements can be executed. 

If a regional board determination is not acceptable to either the Statutory 
Board or the contractor, the case is transferred to the Statutory Board for 
further processing and completion. 

On any final order of the Board, with which the contractor does not agree, 
the contractor may obtain a judicial review by filing a petition in the Tax Court 
of the United States. 


That, again, is within 90 days of the order. 
SCREENING OF REPORTS 


Senator Dirksen. What do you mean by “screening of reports”? 

Mr. CoeersuHaty. The contractor files with us on a form prescribed 
and approved by the Budget Bureau. It shows the total sales, his 
renegotiable sales, and his nonrenegotiable sales segregated and a 
basis of allocation of his costs and expenses to determine the profit 
on the renegotiable and nonrenegotiable, and all of the basic material 
required. 

That goes to a group in our office who review it in the first instance. 
It goes from the Assignment Section to the Accounting Section to look 
over the accounting and check it and see if it is found sound and it 
goes to a group in the Office of Review, which have had experience 
over many years with our treatment in cases, and they decide within 
certain limits and recommend to the Board whether a case will be 
withheld or assigned to a field office. 

As I said, our experience is that we are withholding about 7 out 
of 10. 

Senator Dirksen. It is a routine operation, is it not? 


Mr. CogersHatt. No; it requires great judgment and experience 


on the part of the men doing it. That is our greatest calculated risk 
in renegotiation. We have to have knowledge of the soundness of the 
contractor’s past experience and his past record with us and the sound- 
ness of his figures or the lack of soundness. It is our greatest calcu- 
lated risk. 
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ESTIMATED DROP IN SCREENING CASES 


Senator Dirksen. I notice that in 1956 you had 6,806 reports to be 
screened. That was actually in fiscal 1956. You estimate that in 
fiscal 1958 that will drop to 4,000. 

The comparable figure in 1957 estimated was 5,700. Now, the re- 
ports withheld would drop from 4,800 to 2,000, 

Mr. CogersHaLL, That is an estimate; yes, sir. 

Senator Dmxsen. That is well below 50 percent, is it not? 

Mr. Cocersnatt. Yes, I would say we are running, or we are 
screening, and we have got to the point where it is a great convenience 
to the contractors and we think that we are protecting the interests 
of the Government in exercising that mature judgment on the part of 
thoroughly experienced men with records back of us for 5 or 6 years. 

That is the only basis on which we have been able to reduce our staff, 
along with constant care. We merged the Washington regional board 
into the New York and the Boston regional boards and we are carrying 
that further in line with the views of the Budget Bureau to the merger 
of Chicago into Detroit and Los Angeles. 

Senator Dirksen. In the reports to be assigned to the field, they 
! dropped from 2,239 in fiscal 1956 to 1,400. 
| Mr. CocersHatyi. That is merely an estimate at this state, and we 
) do not know. 


TOTAL BACKLOG 


Senator Dirksen. Our backlog today is 2,300 uncompleted cases 
in the field. 

Senator Dirksen. Going back how far? 

Mr. CoccrsHaty. I brought up-to-date figures with me, as of the end 
of February 1957. I cannot carry them all in my head. We are 99.9 
percent completed on 1950 assignments. For 1951 we are 99.4 percent 
completed. These are contractors’ fiscal years. For 1952 we are 98.2 
percent completed. For 1953 we are 89.6 percent completed. 

When we get to the 1954 year. where people filed in May of 1955, 
we are 60 percent completed. That is 60.6. When we get to 1955 
where people filed last May we have completed 28.6 percent of those 
which were sent to the field. 

For fiscal 1956 where some might be April and some might be June, 
we have done 14.4 percent of them. Over this period of 1948 through 
1953, 97 percent are completed. From 1948 through 1956, that is the 
last year people have filed, 89 percent are completed. 

Senator Dirksen. I have one other question. How is your person- 
nel divided now between departmental and field? 

Mr. CoecresnHatu. At headquarters it is 160 and in the field it is 
roughly 300. That is, people have resigned and are pulling out of 
Chicago now. 

Senator Maenuson. The average is about 60-40, generally speak- 
ing ? 

Mr. CoacrsHaLy. 65-35, I would say, Mr. Chairman. 

Senator Dirksen. That is all. 
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NEED FOR RENEGOTIATION 


Senator SauronstaLu. I have just one question, Mr. Coggeshall. 
As long as we are getting new inventions all of the time and building 
up new instruments of war like the Army “M” and all of that sort 
of thing, we are going to have need for renegotiation; are we not? 

Mr. CogcrsHauu. I have always taken the position that we ad- 
minister the law, and we do not make it. The Defense Department 
requested the extension and the President has requested it and I sub- 
scribe to their request for it. I think it is sound. 

But it is up to the Defense Department and the President and 
ultimately the Congress of the United States to decide whether or not 
it should be continued. 

Senator Sauronstauu. I think I did not make myself clear. My 
point is that it obviously has to be continued as long as we are con- 
tinually inventing and producing new materials on which there is 
no cost basis established. 

Mr. CoccrsHau. I do not disagree with you, Senator Saltonstall. 

Senator Magnuson. What the Senator from Massachusetts sug- 
gests poses the problem on the wisdom of having this flexible and not 
having a set figure on profits. 

Senator Sarronstatu. That is correct, of course, but what I was 
trying to bring out was the fact that while your work may be cut 
down, your workload is going to continue as long as we are producing 
new materials on which there is no cost basis established on which 
contracts can be made. 

Mr. CoccesHatt. I would think so, unless the Congress decided to 
let it go. 

Senator Sauronsratn. Thank you. 

Senator Magnuson. Are there any further questions? 

Thank you Mr. Coggeshall. 

Mr. Cocersuauy. I would like to present my fellow Board mem- 
bers who came with us this morning. That is Mr. Campbell who 
joined the Board in December, and Mr. Hartwig who is the senior 
member of the Board, and Mr. Stuart who joined the Board last May 
and Mr. Ross who joined 2 years ago. Only Mr. Hartwig was here 
with me and Mr. Roberts 2 years ago, Senator. 

Senator Magnuson. We are glad to have you all here. 

The next is Selective Service. 


SELECTIVE SERVICE SYSTEM 


STATEMENTS OF LT. GEN. LEWIS B. HERSHEY, DIRECTOR OF 
SELECTIVE SERVICE; COL. WILLIAM S. ILIFF, JR., ASSISTANT TO 
THE DIRECTOR; AND COL. BERNARD T. FRANCK II, CHIEF 
LEGISLATIVE AND LIAISON OFFICER 


LETTER TO COMMITTEE 


Senator Magnuson. We will be glad to hear from you. 


We have a letter to the committee which we will put in the record 
in full. 
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(The letter referred to follows :) 


NATIONAL HEADQUARTERS, 
SELECTIVE SERVICE System, 
Washington, D. C., March 22, 1957. 
Tion. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, 1958, Committee on Appropriations, United States Senate. 


DearR Mr. CHAIRMAN: I have your letter of March 15, 1957, in which you re- 
quest that I advise your committee whether any changes are required in the 
public interest in the independent offices appropriation bill of 1958, as passed 
by the House (H. R. 6070), and whether I desire a hearing. 

I am indicating below, by page and line of the bill as passed by the House, 
the changes which, in my opinion, are essential to permit this agency to carry 
out its responsibilities and functions placed upon it by law. 

On page 21, line 1, after. “Travel expenses,” insert “purchase of 44 passenger 
motor vehicles for replacement only including 1 at not to exceed $4,000 ;”. 

On page 21, line 4, change “$27,000,000” to read “30,000,000”. 

On page 21, lines 4, 5, 6, and 7, delete “That of the foregoing amount 
$19,410,000 shall be for registration, classification, and induction activities of 
local boards: Provided further,”. 

As I deem these changes to be of such critical public interest, I request that 
I be given an opportunity to appear before your committee to support them. 

Sincerely yours, 
Lewis B. Hersuey, Director. 


SELECTIVE SERVICE SYSTEM 


JUSTIFICATION OF THE SUGGESTED CHANGES IN H. R. 6070, Fiscat Year 1958 
APPROPRIATION BILL 


On page 21, line 1, after “Travel expenses” insert “purchase of 44 passenger 
vehicles for replacement only including one at not to exceed $4,000.” 

On page 2 of the House report the following statement is made. “The com- 
mittee has denied all requests for additional automobiles and it urges each 
agency of the Government to use General Services Administration motor pools 
located throughout the United States for meeting necessary automobile needs.” 

Whenever General Services Administration motor-pool vehicles are available 
to any headquarters they are being used by Selective Service. However, the 
Selective Service System is decentralized and by law a State headquarters must 
be maintained in each State and Territory. There are 56 State headquarters. 
Of these 41 are located in cities where no General Services Administration 
motor pools are maintained and General Services Administration has no plans 
for establishing pools in any of these areas prior to fiscal year 1958. 

These State headquarters require 111 passenger vehicles for use within the 
States. In the last 2 fiscal years authority was granted for the purchase of a 
total of 58 motor vehicles, the remaining vehicles, 53 in number, were purchased 
in 1948 to 1951. This request is to replace 43 of these vehicles. The other 
vehicle requested at not to exceed $4,000 is to replace a heavy sedan for the use 
of the Director of Selective Service. This heavy sedan to be replaced is a 1952 
model with almost 100,000 miles of service. General Services Administration 
ese been able to furnish a suitable replacement from their Washington, 

. C., pool. 

The 7- to 10-year-old vehicles planned for replacement are not economical. 
The replacement program authorized the last 2 years has improved our situa- 
tion, but a substantial number of vehicles remain which are old and expensive 
to repair and maintain. 

On page 21, line 4, change “$27,000,000” to read “$30,000,000”. 

This will effect the restoration of the budget figure. The House figure as 
noted in the report is $2,050,000 less than in the current appropriation in spite 
of the following increased cost factors: 

1. Over $1,200,000 payments to be made to the civil-service retirement fund 
due to new legislation. 

2. An increase in the estimates from 250,000 to 400,000 to be screened into the 
Standby Reserve. 

3. A large increase in the number of registrants to be processed and for- 
warded for preinduction examination. A new program of the Department of 
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Defense permitting enrollment in the Ready Reserve for 6 months’ training of 
those 1814 through 25 years of age has been implemented by the Department of 
the Army. Enlistments in this program in that age group are averaging 1,400 
per week. All in this age group are registrants and most of those enlisting in 
the program have been found acceptable at preinduction examination. The 
average number forwarded for preinduction examination the last 2 months is 
82 percent higher than the average for the first 6 months of this fiscal year. 
This is a part of building up the Ready Reserve as contemplated in the Reserve 
Act. It inevitably follows that not only the selective service workload is in- 
creased at local boards but it also causes a substantial increase in the require- 
ments for selectee travel. Under these conditions a cut in the funds available 
to selective service would seriously impair the Reserve program. 

4. Each year the number of registrants increases by approximately 1 million. 
Regardless of the number to be inducted, the work of registration, classification, 
appeals, and recordkeeping has to be done. 

On page 21, lines 4, 5, 6, and 7, delete “that of the foregoing amount $19,410,000 
shall be for registration, classification, and induction activities of local boards: 
Provided further,”. 

This limitation language which was inserted in the appropriation language 
by the House, has a serious effect on flexibility in the use of appropriated funds. 
Selective service is decentralized and funds have to be available at 57 different 
points. Limitations of this character will require more funds be appropriated 
for the same amount of service even though the expenditure is no larger. Due 
to the limitation minimum reserves must be maintained in 114 different funds 
rather than 57. 


BUDGET ESTIMATE 


Senator Magnuson. You also have with you your assistant, Colonel 
Tliff and Colonel Franck, your legislative officer. 

I understand that you have a statement which you want to read 
to the committee. 

Now, for the purposes of the record, your appropriation in 1957 
was $29,050,000 and your budget estimate for 1958 was $30 million. 
Your retirement fund, which is that fixed charge all of these agencies 
have, is $1,210,900. 

The House recommended $27 million, which is a cut of $2,050,000 
from 1957 but a $3 million cut from the 1958 estimate, which also 
includes the $1,200,000 in there which you have to add to it. It is a 
fixed charge. 

You are asking for the restoration of $3 million, is that correct? 
We will be glad to hear from you. 

General Hersury. Mr. Chairman and members of the committee, 
may I take this opportunity not only to thank this subcommittee for 
many things it has done officially and also I am indebted to this sub- 
committee otherwise and I want to again reiterate my thanks to 
them. ; 

I am not doing it particularly to polish apples, although we are in 
a rather desperate situation as we come over here. I am not unmind- 
ful of the tremendous responsibility of the Appropriations Commit- 
tees of the Senate and House of Representatives in determining the 
amount that ought to be appropriated to the governmental agencies 
to carry out the functions placed upon them by law. 

Nor am I unmindful of the great responsibility which I have of 
presenting to these committees the requirements for funds necessary 
for the Selective Service System to carry out, during the coming 
year, the functions which have been placed wpon it by the Congress. 
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TOTAL LOCAL BOARDS 






In comparison with the budget estimate of most Government agen- 
cies, the estimate for the Selective Service budget is quite small. The 
Selective Service System differs also from most agencies, in that it 
must, by law, maintain over 4,000 local boards, located in the counties 
and cities throughout the Nation and its Territories. 

Senator Macnuson. For the purpose of the record, is that a fixed 
number of local boards? 

General Hersnrey. No. The Congress provided there should be 
one local board in every county. They dia. however, give us the 
right in counties of very sparse population, at the discretion of the 
Director, to modify the general policy. We have modified, in some 
particular cases, that. policy. 

I think probably we have 100 or more counties, that is too high 
really, where we have combined it. 

Senator Magnuson. But generally speaking, it is pretty much 
fixed and it is around 4,000? 

General Hersuey. That is right. In any country that is not hon- 
ored by having a board, there is a jurisdictional situation involved 
because the counties are quite jealous of being considered not big 
enough to have a local board. 

Senator Magnuson. The point I am trying to make is that you do 
have the responsibility to maintain generally, approximately 4,000 
boards at all times? 

General Hersuey. That is correct. The Congress has said it is a 
policy, to have a board in every county. In addition by law, there 
must be maintained in each State a small headquarters to administer 
the operation of selective service in the State for the governor, and a 
small national headquarters to coordinate the national administration 
of selective service. 

UNPAID BOARD PERSONNEL 


These local boards, as you are aware, consist of more than 40,000 
unpaid citizens who contribute their time and services solely through 
a sense of patriotism. Each of these unpaid local board groups is 
assisted by a paid clerk who, in many instances, works only on a part- 
time basis. 












OPERATING EXPENSES 
The budget estimate for the operating expenses for the Selective 
Service System for 1958 is slightly less than the amount appropriated 
for 1957, although there will be a considerable increase in its workload 
for 1958 caused by implementation of the Armed Forces Reserve Act 
of 1955. 

The 1958 budget estimate exceeds the 1957 appropriation only to 
the extent of slightly less than a million dollars. The additional sum 
is necessary to cover the statutory requirements for civil service re- 
tirement funds, for which the System is required to budget for the 
first time. 













REASON FOR HOUSE REDUCTION 





From its report, it appears that the House Appropriations Com- 
mittee reduced by $3 million the Selective Service budget estimate on 
the theory that during a relatively stable period when 175,000 men 
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are being called, the cost of Selective Service could be reduced sub- 
stantially, as compared with periods when large numbers of men are 
required. 

The budget request is actually for slightly less funds for 1958 opera- 
tional expenses than for 1957, and the same number of men are 
scheduled for induction in 1958 as in 1957. 

The number of men inducted annually bears little relationship to 
the workload of the Selective Service System, and accounts for only 
a minor part of its operational cost; 9714 percent of a local board’s 
time is spent on carrying out its statutory functions, other than actual 
inductions, and less than 214 percent of its time is spent on the actual 
process of induction of registrants. 


FUNCTION OF SYSTEM 


Regardless of the number of registrants being called, the System 
must : 

1. Maintain, as required by law, in each of the more than 4,000 
counties and cities of the Nation, a local board consisting of at least 
three unpaid citizens and staffed by a paid clerk. A large number 
of these clerks are serving on a part-time basis. 

2. Maintain in each Federal judicial district of the country, as re- 
quired by law, an appeal board consisting of five unpaid citizen mem- 
bers and staffed by a clerk who, in most instances, is serving on a part- 
time basis. 

3. Maintain, as required by law, in each State and Territory of the 
Nation, a State headquarters to operate the Selective Service System 
for the Governors of the States and comparable officials. 

4, Register 1,200,000 new registrants yearly. (This figure is rap- 
idly increasing due to the high wartime birth rate.) 

5. Make more than 7 million classifications and reclassifications 
yearly, as changes in status occur, determining the availability for 
service of registrants and their entitlement to deferment and exemp- 
tion. 

6. Process for selection all registrants who are in class I—A. 

7. Calculate and issue nearly 50,000 calls annually. I might pause 
there to explain that I am including first the call we send from here 
and then when it gets to the State it must be broken into a call for 
every board in the State and 4,000 multiplied by 12 gives us about 
50,000 calls per year. That is, whether the number of men required 
is large or small. These include the national headquarters calls on 
States and State calls on the more than 4,000 local boards. 

8. Send out questionnaires and classify standby reservists as to 
their availability for recall to active duty (required by the Reserve 
Forces Act of 1955). There are over 214 million who are remaining in 
the Ready Reserve but are not serving in organized units or any other 
units requiring service. These belong in the Standby Reserve and are 
being screened to it. As long as any remain in the Ready Reserve, that 
portion is not ready. 

STANDBY RESERVE 


Senator Magnuson. By what you mean they are not on the list of 
the Ready Reserve? 
General Hersney. That is right. 
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Senator Magnuson. This number of people who do not serve in 
units or do not take their yearly training? 

General Hersuey. That is right and they cannot be compelled to 
do so. The Department of Defense testified over in the House com- 
mittee on that. 

Senator Magnuson. I want to get that clear, that this is an added 
thing that was put on in 1955. 

General Hrersnmy. Yes, and the time in the last fiscal year was so 
close to the passage of the act that that act has not yet begun to be 
implemented to the extent that it will be. 

That is, both in this case and in another one I shall mention later. 
Weare going through now a very definite, positive, almost miraculous 
increase of activities in the implementation of the Reserve Act in 1955. 

Senator Magnuson. You will find the chairman’s name down there 
someplace as one of them. 

General Hersuery. I do not know whether we can screen you to 
Ready Reserve or not. 

9. Police the more than 3 million ready reservists, and process 
for immediate induction (as required by law) those who fail to keep 
up their participation in the units. There are 3,373,000 people in 
the Ready Reserve, but 214 million of them do not have any statutory 
obligation that can be imposed upon them. Therefore, they have no 
way to be unsatisfactory. 

However, 900,000 individuals are on a. drill-pay status and each and 
every one of them is a possible product that we have to process. 

10. Give the most careful consideration to each individual case 
of the several thousand registrants who may qualify for enlistment 
in the Ready Reserve because they possess critical skills and are 
engaged in civilian occupations in a critical defense-supporting indus- 
try or in research activity affecting the national defense. 

Senator Magnuson. Now, they are all listed, of course, in the 
services themselves ? 

General Hersury. That is right. 

Senator Maenvuson. Let us take the Navy, in my particular case. 
When their records show, for instance, that I did not participate in 
my training, then those names are screened by the Department and 
sent to you? 

General Hersury. They report them to us for immediate induction. 
But we do have to maintain, obviously, a knowledge of who these 
people are, and then, of course, another problem comes up. 

That is the problem of the individual that, as soon as the Armed 
Forces have money, they screen back to the Standby Reserve and 
we have to maintain that man and determine at all times, men and 
women, because this is the first time that we are in the problem of 
handling women and we have to maintain their availability currently. 

















































PROGRAM OF SCIENTISTS AND ENGINEERS 





In assisting local boards to determine the qualification for this 
program of the scientists and engineers, there has been established 
in each State and Territory a State advisory committee on scientific 
engineering and specialized programs which studies each individual 
case and furnishes the local board with its recommendation. 
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Senator Macnuson. Now, here, who appoints that State advisory 
committee ¢ 

General Hersey. The State director, and I appoint the National 
Board. 

Senator Macnuson. The National Board determines a broad policy 


on these matters of scientific deferment and then the State Director 
has his local policy. 


General Hersuey. That is right. 

Senator Magnuson. He appoints an advisory committee, is that 
right, which in turn I suppose presents their views to the local boards 
for their guidance when the man comes up. 

General Hersuey. When the man comes up for enlistment, in this 
special program that the Congress established a year ago, then we 
screen this man to determine (a) whether he is himself a scientist 
and (0) whether he is participating in something that is in the 
national interest. 

If he is, then, they in turn recommend to the local board that he be 
permitted to enlist in the Armed Forces service. 

Senator Maenuson. This program is very new ? 

General Hersuey. Yes. 

Senator Maenuson. And it is a result of a lot of us, and I know it 
is your feeling too, General, that we had neglected in this so-called 
cold war the training of scientific personnel. This would be a place 
where we could encourage that in the field of draft. 

General Hersuey. They enlist in the Reserve and they take 6 
months training and then, they are supposed to be screened to the 
Standby Reserve where they have no farther obligation so long as 
they continue to be a critical man in a sensitive job. 

Senator Magnuson. What about if they are going to school? 

General Hrersury. While they are going to school, you see these 
fellows, most of them, we have deferred. But yet, there again the 
scientific committee has to be called on to determine whether the man 
is a critical person. 

Senator Macnuson. They will determine whether or not he is in a 
critical category or he is in critical training? 

General Hersey. At the present time, deferment on people who 
are taking engineering and scientific studies, they have to be pretty 
bad if we do not defer them. We have a little more trouble on gradu- 
ate work, but there again, the scientific committee gets into that. 

Senator Maanuson. I suppose the local board would insist, or this 
State advisory committee would insist that they had a real interest to 
pursue this kind of study. They were just not enrolling for the 
purpose of deferment. 

General Hersury. Or football or something like that. 

Senator MaGnuson. Let us not single out football, of course, but it 
is something along that line. 

General Hersury. Yes. This exhaustive procedure in the case of 
these young scientists, is time consuming and throws a large addi- 
tional workload on the local boards of the System, but in view of the 
critical shortage of these persons, every effort is being made by the 
Selective Service System to insure that the vital interest of the Nation 
will be protected. 


Senator Macanuson. I think this is one of your most important 
programs. 
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General Hersuey. It has a lot to do with this. The committees 
have had a lot to do with trying to educate broader and broader 
groups of the necessity, and not only that, but of doing more and 
more in a question of identification. One "of the hardest things is 
identification. That is to get some sort of a way so that the ordinary 
person can recognize one of these. 

I think, Senator, you would be quite encouraged if you could see 
some of the work that has been done by these committees in attempting 
to get something not only that we can use today, and this is a small 
matter, but in trying to develop things so that in case of great emer- 
gency, and thousands of cases have to be decided, some criterion and 
experience can be used that even lesser people could apply in an 
emergency. 

We have done a great deal of work in that field. 


ENCOURAGEMENT OF MEN IN SCIENTIFIC FIELD 


Senator Magnuson. You will recall that, of course, during the war, 
we had a complete draft which was not the fault of anyone, and we 
tried to look at it in a democratic way; whereas other countries, 
notably the Russian and the satellite countries, they encouraged men 
to go into the scientific field. 

The result is that we wake up and find that we have a lack of basic 
scientists, sometimes caused by the fact that we hauled them into the 
service. They have many more, and I think that is one of our great 
fears, that at least we are conscious of the fact that they are moving 
much further in the field of basic training. 

That caused us, at one time, or it happened to be me who was the 
author of the bill, to establish the Science Foundation; and men like 
Dr. Byrne, whom you well know, and those people were quite worried 
about this. 

But I think that this program is going to be very, very helpful if 
it is carried out the way you are carrying it out. 

General Hersury. We have to fight \ very hard, because, of course, 
a totalitarian state has a great many advantages; that is, temporary 
advantages. I happen to be a trustee of a college, but we cannot com- 
pel people to study engineering even if we get them there as students. 

We cannot compel basic schools in the grade and high school to 
prepare a boy so he can be an engineer. If it could be done it would 
be a little easier. I am not pleading for a totalitarian state, and I 
do not like it, but I do think that we have to put forth additional 
effort to overcome, in a voluntary way, some of the things that they 
do some other way. 

Senator Macnuson. It seems to me that this program would be a 
great incentive for that sort of thing and a real intent’ to help these 
people train in these basic sciences and engineering and other things 
we need. 

FISCAL ADMINISTRATION POLICY 


General Hersury. This committee is aware, I am sure, that the 
administration of selective service always has been characterized by 
economy. It has never indulged in expenditure of money simply be- 
cause it has been appropriated and was available. 
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I am sure this committee will also agree that there is no economy 
in reducing selective service to a point where it cannot effectively carry 
out the vital functions placed upon it by law. 

With these facts in mind, I respectfully urge that the appropriation 
be restored to the original items in the budget request in order that 
this vital operation not be critically affected. 

I would like to say just one additional word: At the time we were 
over at the House, I think it is in all fairness, they did not have infor- 
mation even that is available today. 

During the first 3 or 4 months of the 6-month program—lI am not 
talking about the scientific one, but I am talking about the regular 
one—the enlistments did not reach 5,000 in 3 months. 

During the past month we had run between six and ten thousand 
inamonth. In other words, we are getting more per week now than 
we did ina month. You can say what has that do with us? It just 
happens that most of the individuals who are enlisting in that pro- 
gram, at least around 1,400 of them a week, are men that we have sent 
for preinduction examination, and it should be so because that is an 
incentive for recruiting. But each one of those has spent all of the 
money that we are going to spend on him and yet, it is very proper 
and one of the great needs now to transfer around 14% million men 
from our availables to our Ready Reserves. 

That is the erying need of the moment and yet probably two-thirds 
of those will cost us as much money as it would to induct a man. 

Therefore, the House did not have the benefit of seeing the way the 
thing is pyramiding. I do not know where it might go. It might 
very well mean that we would spend 4 or 5 million dollars on trans- 
portation of inductees next year instead of $2 million. 

Senator Magnuson. Because of the increase? 

General Hersury. Yes, sir. That is what the Congress should 
know. 

ESTIMATED INDUCTIONS 


Senator Magnuson. Do you have a figure of inductions, a general 
figure, and I know it is subject to change from time to time, a general 
figure for next fiscal year? 

General Hersney. 175,000, which is the same as last year. But that 
does not include anybody who volunteers to go into any of the forces 
after we have processed them. 


PERCENTAGE OF REJECTIONS 


Senator Magnuson. Now, last year when you were up here you 
gave to me some startling figures on the number of rejections. Is 
that still the same? 

General Hersuey. Yes, and that, unfortunately, will always con- 
tinue to be so, until you need men more desperately than you need 
them now. Because, whenever there is a surplus of men, your rejec- 
tion rate is going to climb. Obviously, the difference between the 
doctor, with the same rules, who has to explain why he took a man 
is going to be different than when he has to explain why he did not 
take them. 

Senator Magnuson. What is that percentage, generally ? 
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General Hersuey. Around 40 percent. It will vary between 33 and 
40 percent. Now, you will get some debate from my friends in the 
Armed Forces who will give you a much smaller figure, but they 
project it to the people who have been accepted. 

Remember, the pool we have is not across the board as a pool. 
The people we have are the people who are left after all the enlist- 
ments went into all of the forces. That is, both Regular and Reserve. 
It includes all of the people who have gone into the ROTC and it 
has taken out even the people who are deferred, and I think that you 
could probably prove that deferred people, by and large, are physically 
better fit than the ones who are not. Therefore, my rejection cate 
is on what is left after the cream has been skimmed several times off 
the top. 

Senator Maenuson. Are the NP cases running about the same in 
that 40 percent ? 


INTELLIGENCE TEST FAILURE 


General Hersuey. I do not think so. I think we are more troubled 
at the present time with individuals who do not pass the so-called 
intelligence test. 

Senator Macnuson. Literacy is one of the things? 

General HersHey. Too little of literacy, rather than illiteracy. 

Seater Maenvson. That seems odd in these United States, does 
it not ? 

General Hersury. Well, I realize that this is no time for a lot of 
this, but we have allowed ourselves to get tied to words and we tend 
to judge a = capacity to function by asking him something 
rather than having him doit. There are many men that can do some 
things that we want done, but, instead of asking him, we get a little 
examination and we ask him and we let someone probably who has 
never been that sort of a fellow prepare an examination to find out 
whether a fellow can be that kind of a fellow or not. 

Senator Maenuson. And sometimes he may have some good com- 
monsense but it would not show up in a written examination. 

General Hersuery. Well, I have said this several times. I think 
that it is possible for a man to drive a truck, perhaps, from here to 
Seattle and have him take an examination and find out that he cannot 
drive a truck. 

Senator Maenuson. Are those examinations standard, or do you 
determine those ? 

General Hersury. They are given by the Armed Forces. I have 
made a lot of noise in the past, but I am not saying much now because, 
in the first place, we have more people that are fit that are not in the 
Armed Forces but ought to be. 

We have 1 million people, undoubtedly, who could pass the exami- 
nation and ought to be in the Ready Reserve training at this moment, 
who are uncertain as to their future and the only reason they are 
uncertain is because we have not transferred into the Ready Reserves 
as fast as we should. 

One of the reasons that we have not transferred out of the Ready 
Reserves into the Standby Reserve as fast as we believe they should 
is said to be the lack of funds available to the Armed Forces for that 
purpose. 
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But if we get any proportion of this 2 million next year with this 
budget, I do not know, we will only screen two or three hundred 
thousand this year. Next year, there ought to be 3 million. There 
will not be because the Armed Forces cannot screen them that fast, 
but they should be. 


Senator Magnuson. Are there any questions? 
TOTAL PERSON NEL 


Senator Dirksen. General Hershey, what is the total number of 
employees at the departmental level here in Washington, for all 
purposes ? 

General Hersurey. Two hundred and forty-two. Twenty of those 
are in regional offices, but are departmental. Two hundred twenty- 
two in Washington. 

Senator Dirksen. What have you in the State headquarters? 

General Hrersuey. A total of about 1,200. That is in 56 State head- 
quarters. 

Senator Dirksen. You have 56 State headquarters? 

General Hersuey. Yes, sir. 

Senator Dirksen. Then, you have how many local? 

General Hersuey. Four thousand. 


Senator Dirksen. You have no employees in the appeal boards, I 
take it ? 

General Hersury. The appeal boards are generally near State head- 
quarters, and the employee who works on a part-time basis or works 
part-time for the board works the rest of the time in State headquar- 
ters. I think that you will remember, Senator, that, when we got 
caught at the time of Korea, we had 40 percent of our local boards that 
were open only 1 day a week. Probably one of the things that makes 
me shudder, the only way we can save very much money is in two 
places. Either we can reduce our local-board clerks, and if you get 
down to one you cannot reduce and so, therefore, you have to take days 
away from him and others or cut down on our travel of inductees. 
Because personnel and travel of inductees are our large items. 


PERSONNEL COSTS 


Senator Dirksen. I notice that your estimate for personal services 
for 1958 on a basis of the budget figure was a little over $24 million out 
of $30 million. So your personnel services account for 81 percent of 
the appropriation. 

General Hersury. Yes, sir, and I suspect—check me if I am 
wrong—I think probably around 90 percent of our personnel costs are 
our greatest costs. Then, of that great cost the great majority of it is 
entirely in our local boards and where we do not have much of a way 
to maneuver. 


That is, suppose we cut national headquarters out and just abolish 
it completely, we would still be short $2 million. 


DISCONTINUATION OF DOCTOR’S DRAFT 


Senator Dirksen. You have discontinued the doctor’s draft? 
General Hersury. That is going to be discontinued, but it is not 
going to make a particle of difference to us. I am not raising it as an 
90699—57 3 
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issue, but what they are going to do if the bill gets through that is 
coming up, they are going to say, “We are going to take no one unless 
he is a regular registrant” and that cuts the doctor’s draft back to 
age 35 because all doctors under 35 unless they have served are now 
eligible because they have been deferred in order to become doctors 
and that extended their liability to 35 and so they are liable until they 
are 35. 

So we are going to have the doctor’s draft run as a regular draft 
for people under 35 instead of under 45. We are going to have to go 
through all of that. But I am not making any claim on that because 
in theory, we are not going to have the doctor’s draft and, therefore, 
in theory, I cannot claim that we are administering it. 

But we are going to have to take regular registrants under the 
circumstances. 

COMMITTEE ON SELECTION OF DOCTORS 


Senator Dirksen. Are there any compensated personnel assigned 
to the Committee on Selection of Doctors? 

General Hersuey. I do not know how much money. One hundred 
and eighty thousand dollars was appropriated last year and about 
$150,000 of it last year was for personal services and the balance was 
for travel. 

Senator Dirksen. What about compensated personnel in connec- 
tion with the scientific and advisory groups? 

General Hersuey. We have absorbed that. That is just another 
one of those things. 

Senator Dirksen. Now, General, do you have a board in every 
county in the United States? 


General Hersuey. No; I would not want to guess and I said 100 
counties where there is no board and that is high, but where you 
have so little population that we have a group of boards. 


CONSOLIDATION OF COUNTIES 


Senator Dirksen. There is a provision in the basic law under 
which, on recommendation of the governor of the State, you can con- 
solidate counties up to five counties ? 

General Hersuey. That is right. 

Senator Dirksen. What governors have made any recommenda- 
tion that this should be done? 

General Hersney. I think I would have to furnish that. 

The thing that bothers me is this: I have been around at this too 
long and during the time between 1948 and 1950 when we were in- 
ducting no one, we had a lot of group boards and one of the things 
that I got caught with at the time of Korea was the necessity of hav- 
ing to establish boards. 

We had not only to get 50,000 men in a very short time, but we 
had to get probably two or three hundred boards recreated, and it 
was a little rough. 

I would be glad to furnish to the committee that information. We 
do not have many. In the first place, it is very difficult to take a 
board out of a county because we have sold so much decentralization 
that we have quite a lot of people in the localities that believe in it. 
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SITUATION IN ALASKA 


Not only that, but as soon as you go moving your board, then, of 
course, you inconvenience a registrant that much more. I think 
our greatest places of consolidation is in Alaska. We only have five 
boards in Alaska. 

Senator Dirksen. General, driving 25 or 30 miles would be no 
inconvenience to anyone. 

General Hersney. But driving 150 or 200 miles would be. I 
imagine we have boys who live on some of the islands of southern 
Alaska, that it takes them at least 10 days to get a physical examina- 
tion. They have to go to Anchorage. 


INTERCOUNTY BOARDS 


Senator Dirksen. Well, now, could you insert in the record a state- 
ment after reviewing your files, listing the names of the States and the 
governors who may have made recommendations to develop inter- 
county boards up to five counties? 

(The statement referred to follows :) 


The listed States have intercounty local boards in the numbers shown. These 
were formed at the request of the governor named: 


Pirginin, (Governor. Tae) ne5cccsitibele ee Satin a we tiilbihe nee 4 
Penhasivania . (GOvernOr Fine) nnnntbeqcasnsneicnabtbedentind abel aa 8 
Smlrotiem. (Govermer Te Fc. ct be ee eee 5 
Florida (State director for the Governor) .~------_..----~ 3". 33 
mates: (Governie®. Af) 52 sh he nn Since eee 13 
Ren Metice.{ Gorerhom Manes D osais steed Aja ape) dad aces 2 
Gregon : (Governor Pa tiareait ) a cccdetec cite. Scan tpi natbigtiianeunndceeebdbnclehaaes 6 
SOOUEE TPRRORR CORO COIN FeO ED once mo cyrven reece apne nn tee 8 
Remas (Governor Shivers) i221 a a Oe 80 
Washington (State director for the Governor) —~------.--_--_-___-_____. 12 
Puerto. Rico. (Governor: Mufine-Marin) s c.digad ens nets siciignietenene 2 

SF CIE Nason ax -caigs> naewnin eng niencsenin lane ea iecetaeas dana iets cede aeolian ae 153 


Senator Dirksen. Now, what recommendations have you made to 
any governors to recanvass the situation in a given State to see about 
the reduction in the number of boards? 

General Hersuey. I am sure that I could answer that very quickly; 
I have not made any. In the first place, I do not believe that it was 
primarily the intent of Congress to have anything less than a board 
per county. We did ourselves, I am sure, bring in the legislation to 
try to allow consolidated boards and I believe it was first put in in 
the 1940 act after 1946 when our production fell off very sharply. 

I think our expericnce at the time of Korea was that we had over- 
sold ourselves and we got caught in a very awkward position. Now, 
I would be very happy to put in what the governors have done, but I 
think that I can answer for myself and I am perfectly willing to 
stand on it, that our operation policies come from National Head- 

uarters and money comes from National Headquarters, but within 
the law and the regulations that they operate the system and expend 
the money it is pretty largely on the governor of the State. 

Senator Dirksen. You have made no recommendation ? 

General Hersuey. No, sir. 

_ Senator Dirksen. There is nothing in the law to inhibit your mak- 
ing a recommendation. 
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General Hersury. No, sir. I have no excuse because, personally, 
I believe in a decentralized system, I have more people in the States 
than any place I know of, that have interest in saving money. The 
local boards many times, I think, manage to hire for 2 or 3 days a 
week, individuals who do more work than some people who are hired 
for all week. 

I have been embarrassed many, many times by the way we have 
hired personnel and worked personnel compared with other govern- 
mental agencies in the same place. 


EFFECT OF HOUSE REDUCTION 


Senator Dirxsen. If the House cut stands, how will you absorb it? 
General Hersury. We will have to absorb it by reducing the 
amount of money that goes to the States and we are going to have 
to make what cuts we can at National Headquarters and the States 
then will have to determine whether or not they are going to let 

eople go or whether they are going to put more and more people on 
a and less time. 

There are only two ways to do it. It has to be primarily, and I 
would say and I am not going to argue about whether it is 85 or 95, 
but 80 percent of this cut can be taken only one place and that is in 
the local boards. 

If we would abolish National and State headquarters both, it still 
would not take care of it. 

Senator Dirksen. Will you undertake to suggest the consolidation 
of boards? 

General Hersury. Not if I can avoid it, because when we start 
consolidating boards we begin to lose our capacity to react rapidly in 
an emergency. Now, I do not know whether an emergency is coming 
or not, but a lot of people think so. 

One of my greatest trials at the present time is to try to keep the 
local boards that may be producing 3 or 4 men a month into a mood 
that they can produce 50 men next month; that is, in the same length 
of time. 

It is a very difficult thing to keep a sentinel on a hot afternoon— 
and there has not been a lot of things happening for a long time— 
to keep him alert to the fact there may be a fire or a panic or something 
else. One of the things that bothers me a great deal about our system 
is that as we are presently set up, if we should have an emergency to- 
morrow, we would not only be thrown with all of whatever we have 
to do, furnish men initially, but we would have to process through our 
boards, the numbers of millions that were recalled by the Armed 
Forces because even this 214 million that they are now carrying in 
Ready Reserve would be thrown into our lap. 

A lot of those are tied up in industry and they are all over the 
place. So that the Armed Forces if they dared to mobilize them 
without screening, would be in more trouble than they were in Korea. 
Yet, here we are and we have not gotten 





LOCAL BOARD THEORY 


Senator Magnuson. The local board theory was that the local peo- 
ple knew more about what to do with their local people. A consoli- 
dated board might be just as objective but you would never convince 
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a fellow who has to go into what he would consider strange territory 
that he was treated right because they did not know him. 

There is a psychology involved there. 

General Hersury. Adjoining counties quite often have a competi- 
tive feeling toward each other. They play baseball with each other 
and they would say, “You never get a square deal over at that place.” 

Senator Macnuson. That was the local board theory, that was the 
reason we put it in the act. 

Senator Dirksen. The reason we wrote that provision in the law, 
and I think you suggested it 
General Hersuey. I did. 

Senator DmxseNn. Was the possibility of consolidation. 





KOREAN EXPERIENCE 


General Hersuey. I certainly did, but it was before Korea. 
I had some experiences in Korea that I never want to go 
through again. If the Congress had not been kind to me, 
I would be in the penitentiary forever, because I had to hire 
seven or eight thousand people without any money because I had a 
call for 50,000 people for the Armed Forces at a time that I did not 
have local boards operating and I did have to expand and we had 
to throw these boards back where they were and try to hire clerks and 
I am very grateful to Congress because they bailed me out on that. 

I had to hire at a time when there were no funds because if I waited 
for funds I could not have made the September call. 

Senator Drrxsen. What was the maximum appropriation you ever 
had to operate Selective Service? 

General Hersuety. $50 million, I suspect, something like that. 

Senator Dirksen. That was in the war period ? 

General Hrersury. Yes, when we were producing actually four- 
hundred-and-some thousand men a month and in an atmosphere where 
people then could enlist up to the last minute and it meant the move- 
ment of around 775,000 a month. We were processing people, and it is 
a 90-day problem and I have always used about six times. 

If you're processing 500,000 men a month, you have to be moving 
3 million, in order to do it. 

That is, moving from one classification to another. 

Senator Dirksen. What are you producing now ? 


PROCESSING RATE 


General Hersuey. Around 15,000. There again, I do not like to 
keep talking on my fifteen or sixteen thousand because you see, at 
the present time we are probably getting a recruitment in the National 
Guard, the Air Guard and the Reserves, 2 or 3 or 4 times what we 
are getting here. 

If those people go through all of our processes and then enlist, we 
are not better off. We have to start back; at the present time we have 
a lot of people and I certainly want to see them go into the Reserves, 
and I am sure the way to get them into the Reserves is to process them 
for induction so that they will make up their minds. 

Unfortunately, financially I get just as much investment in the man 
I never get as I do with the one I do. 

Senator Dirksen. That is all. 
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Senator Satronsta.L. I have just 2 or 3 questions. 


General Hershey, specifically we are talking here about $3 million. 
General Hersuey. Yes, sir. 


LANGUAGE CHANGES 


Senator Satronstatu. Now, you state that you want the language 
changed, or two language changes. The most important is how the 
House limits you to $19,410,000 for registration, classification, and 
inductee activities of local boards. 

General Hersuey. That is right. 

Senator SaLtonsTa.u. Last year, you had $20,586,500. You state 
that the $19 million is too low. Of course, the House based that on 
the cut of $3 million. Now, if we restored—or to put it this way, what 
do you think that that figure should be? 

eneral Hersuery. Of course, first, we would like to have none, and 
if we have to have a figure—— 

Senator SatronstaLy. You mean that figure is satisfactory if you 
have to have a figure. 

General Hersuey. Surely. 

Senator Satronsratu. You had $20 million last year? 

General Hersuey. Yes; because that is a limitation on the funds 
that we cannot use for any other purpose, and the more funds we have 
that we could use any place, the more flexible we are. We have no 
trouble in taking care of the local boards, with unrestricted money. 

Senator Satronstatu. If that provision was left in and the House 


insisted on it, and it was in there last year, you would like that figure 
kept at $19 million ? 


General Hersuey. It would give us more flexibility; yes. 

Senator Sarronstatu. If we restored the $3 million, would you have 
more flexibility ? 

General Hersuey. That is right. 


PURCHASE OF AUTOMOBILES 


Senator Satronstatu. Now, you want to purchase 44 automobiles, 
including 1 at not to exceed $4,000. You own 152 automobiles now ? 

General Hersney. Yes. 

Senator SarronstaLi. How many of those 152 are in the States? 

General Hersney. All but one. 

Senator Sattronstatt. Now, have you any breakdown of how far 
those cars have been, or those 152 cars have been ? 

General Hersuey. Not in the total. Some of them are new cars 
that have just been purchased at the present time as replacements. 

Senator SatronstaLy. Would you get that and put that in the rec- 
ord, because that is something that, if we are going to put in any pro- 
vision on that, we have to know the amount of mileage that those cars 
have. 

USE OF CAR POOLS 


General Hersuey. I would like to say one thing right along there. 
The House said that because of the GSA pools we would not need 
cars. Well, of course, we use the pools every place they have a pool 
and then we have no cars. But the trouble is, in our scattered oper- 
ations it is only once in a great while there is a pool. 
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Chicago has a pool and San Francisco has a pool, but our head- 
quarters is in Sacramento. There is no pool there, and it is an 
extremely unusual thing that we can use one. 

Senator SaLtronsraLt. When did you buy the last new cars? 

General HersHey. Just in the last couple of months; we were au- 
thorized 28 cars last year. 

Senator SaLTonsTaLL. You were authorized to buy 28 cars? 

General Hersuey. Yes, sir; that is, in this current fiscal year. 

Senator SaLronstaLu. What was in the bill last year? 

General Hersuey. Yes, sir. 

Senator SaLtonsraLL. And now you want to buy 44 this year? 


MILEAGE AND AGE OF CARS 


Will you furnish a breakdown of all those cers, and their mileage, 
and their age? 


General Hersuey. Yes, sir. You want the new cars included in 
that ? 


Senator SALTONSTALL. Yes; all the 152 cars. 


Senator Macnuson. When we get to the House that is one thing 
that they are interested in. 


General Hersuey. We will get you a breakdown. 
(The information referred to follows :) 


Motor vehicles on hand at end of fiscal year 1956 





TOI i aco cigs ie eerste men hsm tp cen ticketed aecapoeeeipagecectitetin aknstpies gnepnactilinesialininarahaeaeaiai ae 152 
CO TOTED, critters hepsi iedn atic babsceie tab inaneniltis tens eta 22 
Passetiger webicltti. cinco did 130 


Aggregate mileage, 5,822,000, or an average of 44,780 per vehicle. 


Age and average mileage 





Average 
Model Number cumulative 
miles 
RE. gmk ts bnceathcinh nd maint getetinn appt aaa ara aie anaes abatements anaes 30 4, 800 
Bs nid b cccatedsscdscnckdh debts 6adineb peed bbbaddhee undead 3 53, 333 
Bd aa: i cae setiene toad sien enone iat detente cn pataeeae i eae 47 41, 830 
1950 bebtbw a dé seed dete detnantok 6 60, 833 
1949 aa eihannceguseith Shieneoeprpian leap eaeensciesilinttp ices tiidlialianaiael intl cri chemical 35 70, 829 
MN nnd vasuee tcbb icici taina neddotetsb eda edad tee eee 9 66, 889 
WM cine a hated tees a Oe SR le eae ae wr... 2... 


Average mileage on those eligible for replacement on age standard: 58,172. 


Estimate at end of fiscal year 1957 


Stert.of flacel. yoer - AGG. 60c.4.cneninctindnbisiuet ini ieendo = eae 130 
To be turned over to General Services Administration pools by end of 
TRCN FCC ang ese pee nagen betes otra cond eet a 18 





Aft end of flecal: Yeas 100fos sien oe ea ee 112 
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Average 
Model Number cumulative 
| miles 
eae 
wits 28 4, 800 
bse ; ils akel 30 15, 800 
amar aicmdiiceiaetlntds 3 6A, 333 
: 28 52, 526 
tab bhdl ha thbea = beed ake she Sade ale 1 | 55, 000 
aosthg test oso: ss pate ai 12 67, 667 





eqpiaqende layin | BED Lv cnaceqccsene 


Average mileage on those eligible for replacement on age standard: 56,591. 

General Services Administration motor pools are being used wherever avail- 
able. The only car included which is in a pool area is in Washington, D. C. 
It is the heavy sedan for the use of the Director and a suitable replacement is 
not available from General Services Administration. 


RESTORATION REQUESTED 


Senator Satronsrauu. I have just one more question. 

You want the whole $3 million restored and you want the limitation 
left as it is and that would give you $3 million more of workable 
amount down here or anywhere you want it? 

General Hersuery. That is right. 

Senator SauronsTaLL. Now, you want that because you say 9714 
percent of your work goes on regardless of the number of inductees. 

General Hersury. Yes, because the law compels us to register and 
to classify. Now, I am playing a little easy with the law. I have 
at the present time seven or eight hundred thousand people that are 
not classified that should be, but it is one way to try to save some 
money and to try to keep the registrants from being denied employ- 
ment because they had a classification. 

Yet, under the law, that boy should be processed and classified 
at 1814. 

Senator Sauronsratt. Now, General, if you got that $3 million, 
what, specifically, would you use it for? 

General Hersury. Well, in the first place, I would pay $1,300,000 
approximately tax on this retirement that I never have paid before. 

Senator Satronsratu. That leaves you $1,700,000. 

General Hersuey. That gives me a chance to operate just about as 
I have been operating this year. I cannot extend my operations, 
even if I get it. 

I am going to have to absorb 400,000 retakes from Standby Reserve 
where I only had 200,000 this year, and I am going to have to absorb 
those and I am going to have to absorb all of the travel money that 
goes for the boys. 

Now, there are 1,400 that enlisted last week above the age of 1814 
in the Reserves. I am glad of it, because I am very much in favor of 
that program, but probably 99 percent of those fellows have already 
been to the induction station and I already paid part of my $2 million 
on those boys and yet I won’t get them for induction. 

Senator SauronsratL. You say 80 percent of your money goes for 
personnel ? 

General Hersuey. Yes, sir. 

Senator Sauronsrauu. So that if you cut $3 million 80 percent of 
that would be a cut in personnel ? 
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General Hersney. I think as a matter of fact, I am going to have 
to take more than that because on travel of inductees, I cannot govern 
that at all. When they order people up I have to send them. There 
is nothing I can do about that. It was $2 million last year. 

Senator Magnuson. What you are trying to say here is that your 
basic expenditures are pretty much the same regardless of the number 
of people that you actually take in. 

Gensel Hersney. That is right, and our people registering each 
year are going up one hundred or two hundred thousand each year 
because of the rise in birthrate. 

Senator Magnuson. And the House in this particular case, and I 
am not deciding it here, seemed to think because of the lesser number 
of inductees that, therefore, the costs would be less. That is not 
necessarily so. 

General Hersuery. Unfortunately, as the fireman does, it does not 
make any difference whether he has three fires a week or no fires. He 
has to keep gasoline and he has to keep his engines running and he 
has to keep things going. I am a little like the fireman and I have to 
sit around in the years when we keep peace, then, they take the money 
away. That is unfortunately what we get caught in. 

Senator Maanuson. In that. 


LOCATION OF AGENCY CARS 


Senator Sauronstrauy. In that automobile list, you had better in- 
clude where these 152 cars are located and whether there is a pool 
of cars available in those places. 

General Hersney. There is only one car in that group where there 
is a pool and that happens to be in the city of Washington. 

Senator SautronstaLy. You have 151 cars located through the coun- 


try and how many of those are located in places where there are pools 
and their distance and the age. 
General Hersuey. Yes, sir. 


TRAVEL OF INDUCTEES 


Senator SatronsraLt. Let me ask one question. Your travel of 
inductees last year amounted to how much ? 

General Hersney. It will amount, and of course we are estimating 
now what it will be, but it will amount to between $2 million and 
$2,100,000 on our present estimate. We did not have that much money 
appropriated for it but it is going to exceed what we figured in our 
estimate. 

This change of letting people enlist after they are 18'%,—and do not 
misunderstand me; I have fought for it and I am for it—but that is 
what is costing us money on our travel of inductees. 

Senator Macnuson. What method of travel do you authorize, any 
and all methods? 

General Hersuey. In smaller areas by bus and if in Alaska, it is 
mostly by air. It is air after you get off the small boats that bring 
somebody into a place where they can get on something else. 

Senator SauronsTau.. If you have to absorb $300,000 on your re- 
tirement and your travel is about 10 percent in very round figures, 10 
percent of $2,700,000 is $270,000. 
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General Hersuey. It is $1,800,000 on retirement, Senator. 

Senator Satronstaty. That is $1,300,000, and so you have to ab- 
sorb that $1,300,000 of the $3 million. So that would leave you 
$2,700,000. 

General Hersuey. $1,700,000. 

Senator SavronstaLu. And 10 percent is your travel, and that is 
another $170,000 off that. 

General Hersuey. That is right. 

Senator SarronstTALu. So that would leave you approximately $1,- 
500,000 of salaries that you have to cut or change or eliminate. 

General Hersney. There are some other stable factors. For in- 
stance, communication services, that is mail. We cannot avoid that 
and we have to pay the post office. We feel we should have a tele- 
phone in each local board to give service to the community. That is 
a solid service. That is another $800,000 between the two of them. 

There is not any room, really, to maneuver. That is, with any real 
roll figures of the people that were subject to the retirement law and 
would mean a 13- to 16-percent cut in amount of money available 
for payroll. 


CONTRIBUTION TO RETIREMENT FUND 


Senator Dirksen. How did you work out your contribution to the 
retirement fund ? 

General Hersuey. That was figured out on the basis of actual pay- 
roll figures of the people that were suject to the retirement law and 
what they were drawing at the time the budget was prepared. 

Senator Dirksen. That would be how many? 

_ General Hersey. How many people? I will have to furnish that, 
sir. 


(The information referred to follows :) 

Number of persons subject to civil-service retirement law is 5,180. 
Senator Magnuson. Are there any further questions? 
Thank you, General. 

The committee will recess until 2 o’clock. 


(Whereupon, at 12:20 p. m., the committee recessed, to reconvene 
at 2 p. m., the same day.) 


AFTERNOON SESSION—2 P. M. (WEDNESDAY, APRIL 3, 1957) 


Senator Magnuson. The committee will come to order. 

Some of the other Senators will be here, but we have so much work 
to do we might as well start right in. 

The Civil Service Commission is next, and we understand that Mr. 
Macy will testify. 

You may come forward, Mr. Macy. 
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CIVIL SERVICE COMMISSION 


STATEMENTS OF JOHN W. MACY, EXECUTIVE DIRECTOR; WARREN 
B. IRONS, DIRECTOR, BUREAU OF DEPARTMENTAL OPERATIONS; 
DAVID F. WILLIAMS, DIRECTOR, BUREAU OF MANAGEMENT 
SERVICES; W. B. UHLENHOP, CHIEF, BUDGET AND FINANCE 
DIVISION; AND J. A. HAMILL, CHIEF, BUDGET SECTION 


LETTER TO COMMITTEE 


Senator Magnuson. You have sent a letter to the committee which 
will be put in the record in full, explaining the position of the Com- 
mission on these matters. 

(The letter referred to follows :) 


Marcu 22, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, 1958, United States Senate. 

DeAR SENATOR MAGNUSON: With regard to your letter of March 15, 1957, the 
Commission appreciates this opportunity to provide your subcommittee with the 
effects of the action taken by the House of Representatives on the several appro- 
priations and funds of the Commission, as provided in H. R. 6070, the inde- 
pendent offices appropriation bill, 1958. 

We have made a very careful review of H. R. 6070 and report No. 197 which 
accompanied the bill. On the basis of our analysis and in the light of current 
trends in the Commission’s workload, we have a number of recommendations 
eoncerning the various appropriations. 


SALARIES AND EXPENSES APPROPRIATION 


(1) Page 2, line 20: $18,300,000 ; request change to $19,970,000 


The amount provided by the House for the “Salaries and expenses” appro- 
priation represents a reduction of $1,700,000 from the amount requested in the 
budget. This reduction will result in adverse effects on the Commission’s pro- 
grams in several ways. These adverse effects are summarized briefly in four 
main categories, as follows: 

1. House committee intent: On page 3 of report No. 197 accompanying H. R. 
6070 the following statement appears: “The amount provided permits the Com- 
mission to staff the same number of employees as in 1957.” It appears clear 
that the House subcommittee intended to provide funds adequate to continue 
the Commission’s staff at the same level as authorized for the fiscal year 1957. 
Apparently through some erroneous computation the amount allowed is not 
adequate to accomplish this. An additional $112,400 will be necessary to con- 
tinue the 1957 authorized level of employment through the 1958 fiscal year. The 
computations regarding this matter are as follows: 


Personal services authorined, 1067 an: si ices on tet weil nd $15, 239, 411 
Cost of additional day in 1958 (1/260th)~---_-__-----_._-._-____. 58, 612 
Other ebjects ‘authorised, 1007s sisi cece ccna Balsshiciin 2, 168, 089 
Contribution to retirement fund (based upon 1957 staff level) __.___ 946, 288 

Petal TORUMOR ss os ck cdi snniasncbesmamaaa 18, 412, 400 
Allowed by Hi Fic: QO1Qs « -sccccecass ce enteieicsnsnsass de 18, 300, 000 


Additional required to maintain staff at 1957 level____.._____ 112, 400 
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2. Programs with uncontrollable workloads, $317,000: The Commission has a 
number of programs with specific measurable workloads over which it has no 
control as to volume. The reduction of the Commission’s budget request by the 


House would result in the Commission being unable to handle the total workload 
in the following categories: 


(a) Funds are needed to process increased workloads of retirement claims 
arising from Public Law 854 (84th Cong.), $68,000. 

(bv) Funds are needed to handle increased receipts in the investigations 
activity. These workloads result primarily from the security requirements 
for Government employees, $249,000. 


3. Programs needing expansion, $721,000: There are several programs within 
the Commission which need expanding in order to cope with problems of present- 
day Federal personnel administration. These programs are as follows: 


(a) Funds are needed to improve recruiting and to permit announcing 
the number of examinations required in order that the maximum number of 
persons entering the Federal service will do so under the competitive merit 
system principle, $251,000. 

(bo) Funds are needed to permit effective coverage in the Commission’s 
inspection and classification activity. Additional requirements of law, in- 
creasing requests from Congress for information of varying kinds, and in- 
creased needs of the executive branch have lengthened the time required 
to conduct these inspections, $201,000. 

(c) Funds are needed to accelerate the production of classification and 
qualifications standards in order that agencies may have current standards 
with which to determine the appropriate grade level and qualification re- 
quirements for these positions, $105,000. 

(d) Funds are needed in the areas of test development, studies of the 
various Government pay systems, and an expansion in appellate activities, 
$164,000. 

4. Additional needs for other objects of expenditures, $549,600: The budget 
request contains several other items where additions are needed in order to 
permit an effective, well-balanced and coordinated program : 

(a) Funds are needed for the difference between the $980,000 requested 
and the amount necessary for contributions to the civil-service retirement 
and disability fund for staff at the 1957 level required by Public Law 854, 
84th Congress, $33,700. 

(b) Funds are needed to provide for the printing of required test mate- 
rials, forms, and other printed matter. The situation with respect to re- 
sources available for printing has been critical, and an increase is necessary 
to process all essential printed material, $200,000. 

(c) Funds are needed for travel. Three of the major programs con- 
ducted by the Civil Service Commission, recruiting and examining, investi- 
gations, and inspections, require travel as a basic part of the operations, 
$144,300. 

(d) Funds are needed for miscellaneous other objects of expenditures, 
such as communication services, supplies, equipment, and other contractual 
services, $171,600. 

For Hatch Act activities, H. R. 6070 provides $70,000 for performing the 
duties required by the prohibited political activity statutes (54 Stat. 767), a 
decrease of $30,000 from the amount requested. In view of the current volume 
of work under this program, it appears that the amount allowed for this item 
by the House will be sufficient. 

With the exception of the reduction mentioned above amounting to $30,000, 
the Commission believes that the amounts requested in the budget are necessary 
to carry out effectively its assigned functions and responsibilities. 


TRAVEL LIMITATION—-SALARIES AND EXPENSES APPROPRIATION 


(2) Page 2, line 18: $508,000; request change to $609,000 

The amount provided by the House for expenses of travel represents a reduc- 
tion of $101,000. As indicated in item 3 (c) above, three of the major pro- 
grams conducted by the Civil Service Commission, recruiting and examining, 
investigations, and inspections, require travel as a basic part of the operations. 
The amount requested of $609,000 is the minimum required for travel expenses 
to achieve effective utilization of personnel requested in the budget to carry 
out these major programs in fiscal year 1958. 
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The Commission, therefore, requests that the Senate provide the increase in 
the limitation ($609,000) as well as the full amount requested in the budget 
for travel expenses. 





INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY INTERNATIONAL 
ORGANIZATIONS 


(3) Page 3, line 22: Language change requested 

Acting on the floor of the House had the effect of removing the following 
language from the bill: 

“Provided further, That nothing in section 281 or 283 of title 18, United 
States Code, or in section 190 of the Revised Statutes (5 U. S. C. 99) shall be 
deemed to apply to any person because of appointment for part-time or inter- 
mittent service as a member of the International Organizations Employees 
Loyalty Board in the Civil Service Commission as established by Executitve 
Order 10422, dated January 9, 1954, as amended.” 

The removal of the above language from the appropriation act means that 
persons serving as members of the International Organizations Employees’ 
Loyalty Board will come within the purview of the provisions of law com- 
monly referred to as the conflict-of-interest statutes. All members of this 
Board serve on a part time basis and this work does not constitute their 
major source of income. The Attorney General has held that these statutes 
apply to all practicing attorneys employed by the Federal Government and also 
apply to such attorneys who are members of firms handling suits against the 
Government, even though the individual himself has no direct connection with 
such a case. Without a specific provision exempting members of the Board, 
many persons otherwise qualified to serve as Board members would be unable 
or unwilling to accept appointment. Inasmuch as the responsibilities of these 
Board members are quasi-judicial in nature, it is of the utmost importance that 
some of the members thereof be individuals of wide experience in the practice 
of law. Of the 7 present members of the Board, 3 are practicing at- 
torneys. The Commission strongly recommends that the Senate take steps to 
provide exemption from the above statutes for members of the International 
Organizations Employees’ Loyalty Board by reinstating this provision which 
has been operative since the inception of the program. Incidentally, language 
similar to the foregoing has been included in Commission appropriation lan- 
guage for many years. 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE SERVICE 
WIDOWS 


(4) Page 4, line 9: $2,300,000; request change to $2,417,000 


The Commission requested an appropriation of $2,417,000 to cover the pay- 
ment of annuities to certain former civilian employees as provided by the 
Panama Canal Construction Annuity Act and to widows of former civilian 
lighthouse keepers as provided by the Lighthouse Service Widows Benefit Act. 

The increase of $393,000 requested for fiscal year 1958 is due to Public Law 
761, 84th Congress which granted increases in the annuities of certain officials 
and employees engaged in and about the construction of the Panama Canal. 
There is no reason to believe that the cost of annuities in fiscal year 1958 will 
be any less than originally estimated. 

The increase allowed by the House of Representatives is not sufficient to 
pay the increased annuities granted by the 84th Congress in Public Law 761. 
Consequently, it would be impossible for the Commission to meet all pay- 
ments of annuities in fiscal year 1958. 

It is therefore recommended that the Senate provide the full amount of 
$2,417,000 for this appropriation. 


ADMINISTRATIVE EXPENSE LIMITATION—FEDERAL EMPLOYEES’ LIFE INSURANCE FUND 


(5) Page 4, line 11: $123,800; request change to $233,000 

The Commission requested an expense limitation to cover the administration 
of the employees’ life insurance fund of $233,000, to cover expenses incurred by 
the Civil Service Commission in the administration of the employees’ life in- 
surance fund. This request represents authority to use an amount out of the 
insurance fund for administrative expenses and is not a request for an appro- 
priation. The act was amended by the 84th Congress in August 1955, to require 
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the assumption by the fund of life insurance agreements of employee beneficial 
associations. 


During fiscal year 1956, 16 beneficial associations with approximately 54,000 
members were taken over by the Commission. Negotiations’ for the assumption 
of the remaining associations had to be discontinued because the limitation 
‘was insufficient. For this reason, a request for an increase in the limitation for 
fiscal year 1957 has been submitted in a supplemental budget to permit the 
assumption of the remaining associations. The request for fiscal year 1958 


is to fully maintain the insurance program including the members of associations 
yet to be assumed. 


The action of the House allows $123,800 and provides for a small increase of 
$6,300 over fiscal year 1957 to cover contribution to the retirement fund. This 
is a reduction of $99,200 from the budget request, and is not even adequate to 
service the accounts already taken over. 

Unless the Congress (1) grants the increase in the limitation requested in the 
1957 supplemental budget, to provide for the takeover of the final 9 associations, 
and (2) provides us with a limitation of $233,000 required to maintain the total 
membership taken over as a result of the amendment to Public Law 356, 84th 
Congress for the fiscal year 1958, the Commission cannot comply with the law, 
i. e., that life-insurance agreements of all beneficial associations be assumed by 
the Government prior to August 17, 1957. 

It is therefore requested that the Senate provide the requested increase in 
the limitation for “Administrative expenses, employees’ life insurance fund,” 
bringing the amount to $233,000. 

We are advised that we are to appear before your subcommittee on April 3, 
1957. The Commission appreciates this opportunity to discuss these items with 
your committee. 

Sincerely yours, 
KF. J. Lawton, Commissioner. 


APPROPRIATION REQUESTS 


Senator Magnuson. I understand that you have a statement from 
Mr. Lawton that you are going to read. 

Mr. Macy. Yes, sir. 

In fact, Mr. Chairman, I would like to explain that I am here to 
testify today in the absence of all three Commissioners. 

Senator Magnuson. Two have not been confirmed and one is sick. 

Mr. Macy. That is correct. 

Senator Maanuson. That leaves you. Mr. Macy is the Executive 
Director. 

Mr. Macy. We have three career men representing the Commission 
here today. 

Senator Magnuson. All right. That is fine. For the purposes of 
the record this year’s appropriation was $544,919,000—I am giving the 
totals here—but that amount includes the $525 million of the civil- 
service retirement fund. 

Mr. Macy. That is correct. 

Senator Macnuson. So taking that out, your budget estimates for 
this year are $22,924,000, and you have the same problem there as the 
other agencies, of $984,300 being mandatory on the regular retire- 
ment fund. 

Mr. Macy. Six and one-half percent contribution to the fund. 

Senator Magnuson. And the House recommended $21,091,800, so 
that in the House bill they took out the $525 million altogether. 

Mr. Macy. It was not asked for. 

Senator Macnuson. You did not ask for it at this time? 

Mr. Macy. No. It is replaced by the 614 percent of total payroll 
that is contributed by each department and agency. 





























INDEPENDENT OFFICES APPROPRIATIONS, 1958 45 
RESTORATION OF HOUSE CUTS 


Senator Magnuson, We will gointothat. I just wanted the record 
to be clear. In any event, the House matter we are concerned with 
right now is the House cut you $1,832,200 and you are asking for a 
restoration of $1,787,000. We will proceed with that. 

Mr. Macy. Thank you, sir. I would like to proceed by reading 
the statement that Commissioner Lawton would have offered to the 
committee had he been able to be here. 

Senator Magnuson. All right. 

Mr. Macy. Mr. Chairman and members of the committee, we 
appreciate the opportunity to appear before your committee today to 
discuss the financial requirements of the Civil Service Commission for 
the coming fiscal year. 

We have made a careful review of H. R. 6070 and Report No. 
197 accompanying the bill. As explained in my letter to Chairman 
Magnuson dated March 22, we are seriously concerned about several 
areas and I ask this committee’s permission to insert a copy of that 
letter in the record. 

Senator Magnuson. Yes. That is in the record. 

Mr. Macy. I would also like to comment briefly at this time regard- 
ing the effect of the House action with respect to some of the major 
items under each appropriation and fund. 


SALARIES 





AND EXPENSES 


HOUSE 





ACTION 


The President’s budget request for this appropriation is $20 million, 
The House bill provides for $18,300,000, a reduction of $1,700,000 
from the budget request. The Commission requests restoration of all 
but $30,000 of the House cut, bringing the appropriation total to an 
amount of $19,970,000, 

Senator Magnuson. We have here the budget estimates for 1958 for 
$22,924,000. Is that correct? 

Mr. Macy. It is made up of three different appropriations, sir. One 
is salaries and expenses, one is for investigations of United States citi- 
zens for employment by international organizations, and one is for 
annuities under special acts. 

Senator Magnuson. There is annuities to Panama Canal and light- 
house widows. 

Mr. Macy. That is a separate appropriation. 

Senator Magnuson. Let us get the salaries and expenses. 

Mr. Macy. Yes. This is salary and expenses. 

Senator Magnuson. Appropriations for this year were $17,407,50U. 

Mr. Macy. That is correct. 

Senator Magnuson. The budget estimate ups that to $20 million. 

Mr. Macy. That is right. 

Senator Magnuson. However, that includes the $980,000 that you 
must put in on the retirement, the upping by 614 percent. 

Mr. Macy. That is right. 

Senator Magnuson. The House recommended $18.3 million, which 
gives you a plus $892,500 over the 1957 appropriation, but $1,700,000 
under the 1958 estimate. 

Mr. Macy. That is correct. 
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Senator Macnuson. You are asking for a restoration of $1,670,000, 
but it must be remembered that that includes the mandatory fixed 
amount of $980,000 which you have to pay for the retirement. 

Mr. Macy. That is right. 

Senator Magnuson. All right. 


EFFECT OF HOUSE ACTION 


Mr. Macy. The effect of the House action in relation to 1957 level 
is cited in the House report in this quotation : 

The bill includes $18,300,000 for salaries and expenses of this Commission, 
which is $1,700,000 less than the budget estimate and an increase of $892,500 
over the amount appropriated in 1957. 

Senator Maenuson. So we get this clear, it is $892,500 over and above 
the 1957 amount, but that amount includes $980,000. 

Mr. Macy. That is right. 

Senator Magnuson. Therefore, it is actually less. 

Mr. Macy. That is right. I will specify that right away. The 
House report states: 

The increase is due entirely to retirement fund contribution costs not previ- 


ously included in this appropriation. The amount provided permits the Com- 
mission to staff the same number of employees as in 1957. 


It is clear the intent of the House is to provide enough money to 
permit the same level of employment as authorized this fiscal year. 
The amount in the House bill fails to carry out the express intent of the 
House since it is $112,400 short of providing the same staff level au- 
thorized for this fiscal year. 

Senator Macnuson. That is the figure I wanted to get at, $112,400. 


CONTRIBUTION TO RETIREMENT FUND 


Mr. Macy. It will cost $946,288 for contribution costs to the retire- 
ment fund for the present level of personnel rather than the $892,500 
contained in the House bill. This difference represents a shortage 
of approximately $53,800. In addition, fiscal year 1958 contains an 
additional day for which salaries must be paid to employees. The 
cost of this additional day amounts to approximately $58,600 for our 
present staff level. These two items amount to $112,400. Therefore, 
instead of “staff the same number of employees as in 1957,” the House 
bill actually reduces us below this year’s level by that amount. 

Senator Magnuson. Tell us briefly how you get the additional day. 
Are these not salaries per annum ? 

Mr. Wiu1aMs. There will actually be 261 paid days in the fiscal 
year 1958. There are actually 260 paid days in this current fiscal year. 

Senator Macnuson. Are not your employees mainly paid per an- 
num ? 

Mr. WritaMs. Salary rates are on a per annum basis, but they 
are actually paid on the basis of paid days of 5 days a week. ‘ 

Mr. Macy. So that the number of workdays in 1958 is 1 over the 
260 days in 1957. 

Senator Macnuson. I do not understand that. 

Senator ELtenper. There would be the same number of days. It is 
not leap year, is it? r 

Mr. Macy. No, sir. 
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Senator Magnuson. Are not most of your people hired on a per 
annum salary regardless of the number of days in a year? They are 
in a certain grade, are they not, and that grade pays so much per 
annum ¢ 

Mr. Wriu1ams. They are paid 26 pay periods a year, made up of 10 
days each. 

Senator Magnuson. Which makes the total per annum salary. 

Mr. Wru1ams. That is correct. The salary is stated on a per 
annum basis, but the basis of pay is not on a per annum basis. 

Senator Maenuson. I can understand. Suppose that someone quit 
at the end of 100 days in a given year. If he is working on a per 
annum salary he would be paid those 100 days, is that the way it 
works? 

Mr. Witt1AMs. That is correct. 

Senator Maenuson. In 10 payments. 

Mr. Macy. It is a quirk of the payroll system that produces this 
extra day in 1958. 

The effect of the House action on programs for 1958: 

The Commission’s primary concern, however, is that an increased 
level of operation is essential in several areas because of added re- 
sponsibilities and increased workload it expects to receive. The Presi- 
dent’s budget in addition to providing for the new item of matching 
contributions to the retirement fund, included increases over the 
current fiscal year level amounting to $1,605,000. These increases 
involve important items of work and I would therefore like to high- 
light a few of them. 

RECRUITMENT 


Recruiting—increase of $251,000. The Nation is faced with short- 
ages of scientists, engineers, and other professional people. In to- 
day’s labor market the Federal Government cannot compete favor- 
ably with private industry unless steps are taken to apply the use of 
modern, up-to-date recruiting techniques. Steps must be taken by 
the Commission to acquire a more favorable position for recruiting 
in the Federal service. We need recruiting representatives whose 
job it will be to personally contact schools, colleges, and other re- 
cruiting sources in order to build up interest in the Federal service 
as a career and to develop sources of recruiting which we have been 
unable to reach successfully through routine publicity. In their re- 
port of a few days ago on the administration of the civil-service 
system, the staff of the Senate Committee on Post Office and Civil 
Service recommended : 

The Government should develop and use a recruitment program in its search 
for scientists, engineers, doctors, and other skilled personnel, that will be more 
nearly competitive with the methods used by private industry. 

The Commission believes that the program proposed in the budget 
for fiscal year 1958 is a step toward meeting this objective and that 
it will improve the Government’s position in this area. The problem 
is serious and I therefore urge restoration of $251,000 for this impor- 
tant purpose. 

INVESTIGATIONS 


Investigations—an increase of $249,400. The Commission has no 
control over the receipt of workloads in this activity. Cases which 
90699—57——4 
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are sent to the Commission arise primarily out of the requirements of 
Executive Order 10450 which relates to the security requirements for 
Government employment. Restoration of the increase requested in 
the budget is necessary because : 

(1) The Cole versus Young decision of the Supreme Court in June 
1956 states the agencies cannot separate employees in nonsensitive 
jobs under the provisions of Executive Order 10450. This makes it 
necessary for the Commission to assume an additional item of work 
for evaluating cases for suitability where agencies had previously 
made these determinations. This new item of work will cost $75,000 
and is of high priority. Delays or backlogs will mean running the 
risk of retaining unsuitable persons on the Federal payroll. 


BACKLOG OF CASES 


(2) Backlogs of cases to be investigated by the Commission are 
already accumulating this fiscal year. Due to inadequate resources 
we are unable to keep abreast of the workload receipts over which 
we have no control. This situation will steadily grow worse unless 
some relief is afforded in the way of additional ‘funds to process the 
work. Backlogs in this activity are highly undesirable and pose a 
threat to the national secur ity, since it means that thousands of work- 
ers will be employed in the F Sederal service for an indefinite period of 
time before they are checked against existing standards. The in- 
crease in the budget request amounts to $174,400 for the purpose of 
reducing these backlogs to a normal level. 

Senator Magnuson. When you say you have no control over the 
number of cases that are given to you, by that you mean that the 
other departments of Government rely upon the Civil Service Com- 
mission to make these investigations for them ? 

Mr. Macy. That is correct. 

Senator Magnuson. Let us get this clear also. However, they have 
within their own departments, do they not, an investigatory staff too? 

Mr. Macy. Some departments do. However, the Commission con- 
ducts for the entire Federal service national agency checks and inquiry 
investigations which are the preliminary or first stage investigation. 


EXAMPLE OF INVESTIGATION CASES 


Senator Macnuson. Let us take an example. Supposing the De- 
partment of Commerce wanted to hire Mr. A. He takes the examina- 
tion and then there comes an investigation. He becomes qualified as 
a person for that type of work, but you make this personal investiga- 
tion. You do that for the Department of Commerce; is that right ? ? 

Mr. Macy. We dothat for the Department of Commerce. 

Senator Magnuson. At their request. 

Mr. Macy. At their request. When they decide to employ a person 
they submit a form to the Commission. The Commission then con- 
ducts this national agency check investigations, which involves a 
fingerprint check, chec ‘k with FBI files, and other investigative files. 

Senator Macnuson. Dothey do that for all employees / 

Mr. Macy. All employees. That is a requirement in Executive 
Order 10450. 

Senator Magnuson. Does your backlog of cases solely depend upon 
the demands of the departments in the employment field 4 
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Mr. Macy. That is right. It is controlled by the number of new 
appointments to be made by the departments and agencies. 

Senator Macnuson. If we would give the other departments, say, 
more personnel in next year’s budget, that would mean that you would 
have more work to do as they send you the cases; is that correct ? 

Mr. Macy. That is correct. If for some reason there was a higher 
turnover without any increase in total number, we would have more 
cases. 


Senator Magnuson. You are designated to do that job for them ? 

Mr. Macy. Yes, sir. 

Senator Magnuson. Let us also get this clear. Let us use the De- 
partment of Commerce as an example. When a check is to be made 
of a man after he has been working there or is employed and after you 
are through with your check, then the Department handles that inves- 
tigation themselves, do they not ? 

Mr. Macy. No. The Department of Commerce does not have its 
own investigative force. There is a distinction here. If the position 
we are talking about is nonsensitive, the Department will go ahead 
and make the appointment. The Commission will then conduct the 
investigation during the first 18 months of employment and the infor- 
mation will be evaluated by the Commission to determine whether or 
not the individual is suitable, whether he or she meets the suitability 
standards for Federal employment. 

Senator Macnuson. Tostay on the civil-service rolls? 

Mr. Macy. That is right. If we reach an adverse decision we direct 
the separation of the employee during this first 18-month period. 

Senator Magnuson. And the Department that is employing Mr. 
A has nothing to say about that. 

Mr. Macy. They have nothing to say about it. If it is a sensitive 
position, and there would be some in the Department of Commerce, 
it is necessary to conduct the investigation in advance of employment 
and in that case the Commission will submit the investigative report 
to the agency and the agency will make a determination under the 
standards in the Executive order. 

Senator Magnuson. Supposing Mr. A has been a long-time em- 
ployee of the Department of Commerce and for some reason they 
want an investigation. Do they do that, or do you do that for them ? 

Mr. Macy. If they come upon some information which they feel 
necessitates a new investigation, they will request us to conduct it. 

Senator Magnuson. Therefore, in all these cases you are the agency 
that does that type of work for the other agencies ? 

Mr. Macy. We perform an investigations service for the other 
agencies. 

NONREIMBURSABLE FUNCTION 


Senator Magnuson. And that is not reimbursable ? 

Mr. Macy. No; this particular activity is not reimbursable. We 
have another program of full field investigations which we do on a 
reimbursable basis. Those are primarily cases for the Atomic Energy 
Commission. 

Senator E.tenper. You are not asking for more money for that? 

Mr. Macy. This is not a part of this appropriation. 

Senator ELLtenper. The money that you are asking for is because 
of this decision that was rendered. When was that rendered ? 
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Mr. Macy. Last June. That is the Supreme Court decision in Cole 
v. Young, which required that the Commission rather than the agen- 
cies do the evaluation. 

Senator Ettenpsr. How have you been doing it since the decision? 
_ Mr. Macy. We have diverted money from other portions of our 
investigations activity. 

Senator Ettenver. Why do you not continue that and save this little 
money and try to live within that? 

Mr. Macy. The difficulty, sir, is that backlogs accumulate and we 
feel that this means that these investigations are not completed at a 
sufficiently early date to guard against the continued employment of 
unsuitable people. 

Senator Exienper. As I have been following your statement, $980,- 
000 is to provide for the same number of employees as you employed 
with the money granted to you in this current year, $17,407,500 ? 

Mr. Macy. No, the $980,000 is a 614 percent contribution for the 
payroll based upon the President’s budget request. of $20 million. 

Senator Erienper. I understand that, but the question I am asking 
you is will that be sufficient to take care of the retirement of the 
employees that you had last year? 

Mr. Macy. More than enough. 

Senator ELLenpER. How much less would it be? In other words, 
how much retirement fund would be necessary to put you on an even 
keel ? 

Mr. Macy. $946,288. 

Senator Eitenper. I presume that is what the House took off, did 
they not? That isone of the items? 

Mr. Macy. Actually, they took off more than that. 

Senator Maenuson. I might say that the $980,000 is based upon 
the number of employees that you would have under the $20 million 
budget. 

Mr. Macy. That is correct, Mr. Chairman. 

Senator Maenuson. It would be somewhat less if this committee 
and the House committee decided to cut that $20 million. 

Mr. Macy. That is correct. 

Senator Macenuson. It would drop correspondingly, but in all cases 
your present employment load would require $946,000 at least. 

Mr. Macy. That is correct. 

Senator Eittenper. What I was trying to get from the witness is 
the exact amount you need to keep your present strength. 

Mr. Macy. To sustain the present 1957 strength we would require 
$946,000. 

Senator ELLenper. Even ? 

Mr. Macy. Plus $288. I rounded it out. Iam sorry. 

Senator ELttenper. All right. 


REASON FOR 18-MONTH INVESTIGATION PERIOD 


Senator Macnuson. Before you leave, I just wanted to ask this 
question. There may be a good reason for it, but why do you have 
the 18-month period so that an agency can put a man to work and 
you would have 18 months to make this investigation? Does it take 
that long, or is that the normal run of cases, 18 months, or is it just to 
have a sufficient period in which to do it? 
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Mr. Macy. It is to have a sufficient period in which to do it. Actual- 
ly, the investigations and evaluations are usually accomplished far 
short of that period of time, but when this period was set up a good 
many years ago it was on the grounds that that much time was oc- 
casionally needed and it ought to be provided in the regulations. 

Senator Magnuson. In some cases? 

Mr. Macy. That is right. 

Senator Macnuson. What I am trying to get in the record is that 
in the vast majority of cases the investigations are cempleted long 
before the 18-month period. 

Mr. Macy. The vast majority, I would say in excess of 85 percent, 
are completed within 12 weeks. 


EXTENT OF INCREASE IN BACKLOG 


Senator Exitenper. I have one more question. To what extent has 
your backlog increased because of this shift of personnel to do the work 
provided under this decision to which you referred ¢ 

Mr. Macy. Because of the diversion about 25,000 cases would be 
backlogged by the end of the year. 

Senator ELLenper. Would be or have been ? 

Mr. Macy. Would be by June 30 of this year. This would be the 
backlog that would be carried over into the new fiscal year. 

Senator ELttenper. What was it last year, do you remember? 

Mr. Macy. Last year I believe it was about 5,000, as I recall the 
figure. It represents an increase in backlog which we feel has a nega- 
tive effect and we should finance to avoid it. 

Senator Magnuson. In effect, I think that you should have that ob- 
jective because a man is a temporary employee until he knows he has 
this investigation out of the way and you are apt to lose him or he is 
apt not to stay, or his status is quite uncertain until you know that. 

Mr. Macy. Reducing the amount of time in process is advantageous 
to both the Government and the employee. It is important that these 
decisions be reached as quickly as feasible. 

Senator ELLenper. He is more or less on probation; is he not? 

Mr. Macy. Yes, he is uncertain. All appointments are made sub- 
ject to investigation and he knows he still has a provisional appoint- 
ment until this investigation and evaluation is completed. 

Senator Porrrr. He cannot come under the retirement program un- 
til after the investigation. 

Mr. Macy. No; he comes under the retirement program. It does 
not relate to his status within civil service. 

Senator ELtenper. He gets the same employment as though he had 
been examined by you and found to be satisfactory. 

Mr. Macy. That is right. He has been examined by us. This is 
the one missing link in the final accomplishment of his appointment. 

Senator ELLenper. When you mentioned backlog of cases, you were 
talking about these examinations? 

Mr. Macy. That is right. 

Senator Magnuson. All right. Go ahead. 
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INSPECTIONS AND AUDITS 
RESTORATION REQUESTED 


Mr. Macy. All right, sir. 

The next activity is that involving the inspections and classifica 
tion audits conducted by the Commission. There the request is for 
restoration of $201,000. This program determines the degree of com- 
pliance in each agency with the regulatory and legislative require- 
ments and with standards issued by the Commission. Over the past 
several years it has grown in scope and coverage because of additional 
requirements of law, an increased number of ‘requests from Congress 
for specific information in selected areas, and the needs of the execu- 
tive branch. 

Senator ELtenver. What laws have been passed since June 30 of last 
year that give you more work ? 

Mr. Macy. The references here, Senator, are to additional statutes 
that have been passed over a period of time. 

Senator Etrenper. That is over a long period of time ? 

Mr. Macy. There have been no statutes passed since last June 30. 

Senator ELtenper. So that you are again doing the work that you 
are now talking about with the same staff that you previously had. 

Mr. Macy. That is right. We are recommending expanded staff in 
order to make the inspections more frequently and to get a broader 
coverage. 

Senator Exrrenver. Yes. This request of expanding is not peculiar 
to your Department, you know. All of them are just asking for all 
they can get, I guess, in many cases. 

Mr. Macy. I appreciate that. Our feeling is that this is an activity 
that is needed as a part of our effort to secure compliance with statutes 
and regulations administered by the Commission, but where authority 
has been delegated to the departments and agencies. 

This broadened scope and coverage has increased the time necessary 
to conduct inspections, with the result that the Commission has not 
been able to maintain an adequate check on agency classification 
actions and other matters in the Federal personnel field. The House 
Committee on Post Office and Civil Service recommended that the 
Commission should expand this activity in order to not ouly provide 
a broadened inspection and comprehensive audit, but also for the 
analysis of departmental policy and operations in relationship to 
personnel administration. We request restoration of $201,000 to per- 
mit inspections at more frequent intervals, which will serve to more 
nearly meet the needs of both the executive branch and of the Congress. 

Senator Porrer. Mr. Chairman, could I ask a question ? 

Senator Macnuson. Yes. 

Senator Porrer. I am not clear in my mind as to just what this in- 
spection is for, whether it is to determine whether there is a change in 
job classification, or whether a person is holding a job at a higher 
rating than the job classification or job description which he is filling. 


REVIEW OF PERSONNEL ACTIONS 


Mr. Macy. Senator Potter, it has a number of purposes. First, it 
is intended to review the various personnel actions taken by the de- 
partments and agencies under delegation of statutory or regulatory 
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authority to assure that those actions were taken in accordance with 
those requirements. 

It is a compliance inspection, if you will. 

Secondly, it is concerned with a review of individual jobs under the 
Classification Act to determine whether or not the incumbents in those 
jobs are performing the duties claimed in the job descriptions and to 


assure that the classification is in accordance with the standards set up 
under the law. 


EVALUATION OF PERSONNEL PROGRAM 


Thirdly, we are concerned with evaluating the total personnel pro- 
gram of the Department or the field unit and reporting back to the 
Commission, to the agency head, and to the responsible executive at the 
installation as to where that program can be improved in order to 
secure better personnel performance. 

Fourth, we are concerned directly with obtaining through this in- 
spection information as to how effectively our programs and our regu- 
lations are actually meeting the operating requirements of the depart- 
ments and agencies in getting their work done. 

Senator Porrer. Is this inspection service being increased for this 
coming year or not ? 

Mr. Macy. The proposal here is to increase it by $201,000, which 
would permit us to add additional personnel to the extent of 26 to pro- 
vide more frequent inspections of various departments and agencies. 

Senator Porrer. Would these 26 be located here in Washington? 

Mr. Macy. No. The great bulk of them would be located in our 
11 regional offices in the field. 

Senator Porrer. What kind of personnel would you secure? 

Mr. Macy. We would be securing for the most part people who 
have had experience as personnel officers or experience in One or more 
phases of personnel work, such as placement, classification, training, 
and employee relations activities. 

Senator Porrer. If I understand your response to Senator Ellen- 
der’s question, this is not a new type of service that the Commission is 
performing ? 

Mr. Macy. No. This is augmentation of existing service. 

Senator Porrer. In other words, you are expanding your inspec- 
tion service. 

Mr. Macy. Yes, in an effort to cover with greater frequency the 2,700 


inspectable units which we feel constitute our responsibility or our 
jurisdiction. 
VALUE OF INSPECTION SERVICE 


Senator Porrer. What will the Government gain by this inspection ? 
What has your experience been with this inspection service ? 

Mr. Macy. Our experience has been that we have from time to time 
found instances where there have been serious discrepancies in the 
complaince of department or agency units with the statutes or regula- 
tions. We have endeavored to correct those situations. 

Senator Ex.tenper. Will you be a little more specific about dis- 
crepancies ? 

Mr. Macy. For example, we found where there have been errors 
made in following regulations on appointments or where standards 
have not been adhered to in the approval of promotions. 
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TOTAL INSPECTION PERSONNEL 


Senator Porrer. How many people do you have in the inspection 
service at the present time / 

Mr. Macy. At the present time we have 298. 

Senator Porrer. And how many do you want to add? 

Mr. Macy. We want to add 26 to that force. 

Senator Porrer. What has caused you to view the pressing neces- 
sity at this particular time to expand the service ? 

Mr. Macy. This stems from two factors. One, we feel we are not 
covering enough activities each year, and that we should shorten 
our cycle and try to cover all units every 2 years in order to assure that 
there is adequate complaince. ‘Too, we need the augmentation be- 
cause there have been additional requirements established in the per- 
sonnel field through the passage of legislation. 

Senator Porrer. But there is no new legislation. 

Mr. Macy. No, this is previously passed legislation which we feel 
we need to catch up on in the conduct of these inspections. 

Senator ELLenper. Before you conclude your testimony, I presume 
you can give us the number of additional employees that you are going 
to add. 

Mr. Macy. We are going to add 26 additional employees in the in- 
spection activity. 

Senator ELtenver. I mean all together. 

Mr. Macy. The total number for the entire Commission ? 

Senator Eirenver. The total that you will add to what you had last 
year. How many additional employees will you have in 1958 above 
what you had in 1957? 

Mr. Macy. The total would be 200. 

Senator Maenvuson. That is for the whole agency. 

Mr. Macy. That is for the entire Commission. That is right. 

Senator Eitenper. They keep on building it up. 

Senator Macnuson. Proceed. 


RETIREMENT 
RESTORATION REQUESTED 


Mr. Macy. We are down to retirement. The restoration of $68,400 
in retirement is necessary to keep in reasonable currency the mounting 
workload of retirement claims resulting from last year’s s liberaliza- 
tion of the provisions of the civil service retirement law. As a direct 
result of this legislation, more Federal employees are retiring than 
ever before. Claims will simply backlog if funds are not available 
to process them. Retiring employees have a right to expect that their 
claims be processed promptly. In fact, most of them look upon their 
annuity checks as a continuation of pay, and failure to receive them 
actually results in hardships. 


STANDARDS DEVELOPMENT PROGRAM 
STANDARDS COVERAGE 


“Occupation standards”—$105,000. Experience over the last 5 
years has clearly demonstrated that the Commission’s limited staff is 
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unable to meet the demands for up-to-date qualification standards cov- 
ering the 2 million positions in the competitive civil service. Neither 
can we meet the demand for classification standards for the 1 million 
positions under the Classification Act. The effect of scientific and 
management advances on the number, variety, and constantly chang- 
ing nature of Federal occupations confronts us with a production prob- 
lem far beyond our present capacity. 

Although we are concentrating on improved methods and_pro- 
cedures to accelerate the production of standards, the situation is be- 
coming more critical each year. The problem was recognized by the 
staff of the Senate Post Office and Civil Service Committee who ree- 
ommended in their recent report that— 

Immediate and continuing attention should be directed toward completing and 
modernizing standards and specifications for Government positions. 

The requested increase in our technical staff is necessary in order 
to achieve a minimum improvement and progress in this area. 


TOTAL EMPLOYEES IN PROGRAM 


Senator Porrer. How many employees do you have doing this 
work now ? 
Mr. Macy. At the present time I believe we have 48 people in this 
standards development program. 
Senator Porrer. And you plan to expand it by how many? 
Mr. Macy. The $105,000 would permit an expansion of 18 people. 


STUDY OF PAY SYSTEMS 


The next item is on study of pay systems in the Government, $27,000. 
In addition to the Commission’s regular activities in this area, it has 
recognized for some time the need for a comprehensive examination of 
Federal compensation policies. Among the problems requiring solu- 
tion are: 

The possibility of extending prevailing rate pay systems to other 
occupations; 

The relationship of Federal pay to changes in the cost of living; 

The disposition of pay-setting responsibilities between the legis- 
lative and executive branches; 

The coordination of various pay systems. 

The Commission believes that the results of these studies will pro- 
vide the basis for developing sound compensation policies for the 
Federal Government. 


TRAVEL 





“Travel” The very nature of the Commission’s program 
in the fields of rec ruiting, investigating, and in conducting inspections 
and classifications audits requires travel on the part of “Commission 
employees. With 90 percent of the Federal positions located in field 
installations all over the country, restoration of $144,000 in travel 
funds is essential if the Commission is going to adequately discharge 
its responsibilities for the programs outlined in the budget request. 

Senator Magnuson. What is your total on travel ? 

Mr. Macy. The limitation at the present time is $508,000. 

Senator Macnuson. How much did the House allow you? 
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Mr. Macy. The House maintained that at the same level. 

Senator Macnuson. As you have now ? 

Mr. Macy. That is correct. 

Senator Magnuson. However, in the budget you had $144,000 more? 

Mr. Macy. Yes. We are asking for money for $144,000 more and 
for a limitation of $699,000. 

Senator Macnuson. How do you get $144,000? 

Mr. Macy. There are two factors. There i is the limitation which 
we are requesting be raised to $609,000 and then the actual appropria- 
tion, an increase of $144,000. 

Senatorf Porrer. Is that to take care of the travel of the new em- 
ployees that you are requesting ? 

Mr. Macy. Yes. That is to take care of the travel involved in the 
various expanded activities I have described. 

Senator Porrer. In other words, if the appropriation that has come 
over from the House is left as it is, then your travel allowance would 
be adequate ? 

Mr. Macy. That is correct. 


PRINTING 


The next item under other objects is that pertaining to printing, 
where we are requesting a restoration of $200,000. The situation with 
respect to available resources to the Commission for printing has be- 
come extremely critical. Printed material is our principal medium 
for communicating instructions, standards and guides to agencies 
throughout the country. The recruiting, examining and placing of 
applicants in the federal service all require the use of printed forms 


and related material. New examination tests must be printed to meet 
the needs resulting from technological advancement. Substantial in- 
ventories of printed test material must be maintained. For these 
reasons, I strongly urge restoration of $200,000 to give support to the 
recruiting and other programs of the Commission for the coming fiscal 
year. 


HATCH ACT INVESTIGATIONS 


The budget request included an increase of $30,000 in the funds for 
performing the duties required by the prohibited political activities 
statutes (Hatch Act). This increase was based upon previous ex- 
perience following the national election campaigns. The work this 
fiscal year has failed to reach the volume expected, and it now appears 
that an increase for this function will not be required in 1958. 

Senator Magnuson. So you leave that item as it is. 

Mr. Macy. That item we leave as the House has specified. 

In summary, with the exception of the $30,000 increase for Hatch 
Act work, we believe that the amounts requested in the budget are 
necessary to car ry out effectively the Commission’s assigned functions 
and responsibilities. We therefore recommend that $19,970,000 be 
provided for the “Salaries and expenses” appropriation in lieu of the 
$18,300,000 contained in the House bill. 

Senator Magnuson. That request would be $1,670,000 ? 

Mr. Macy. That is correct. 
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UNIFORM INTERPRETATION OF HATCH ACT 














Senator Maenuson. Before you get off the Hatch Act violations, 
there always seems to be a lot of confusion among Federal employees 
as to just what they can or cannot do under the Hatch Act. Is there 
any uniform interpretation for all of them as to what can or cannot 
be done ? 

Mr. Macy. We have endeavored to take care of that, Mr. Chairman, 
through the issuance and wide distribution of a pamphlet which speci- 
fies the do’s and don’ts with respect to the Hatch Act. 

Senator Magnuson. And I presume that is from your legal depart- 
ment based upon your interpretations of the law in probably several 
court cases. 

Mr. Macy. It is, indeed. 

Senator Magnuson. That is now available? 

Mr. Macy. That is available and we have put it out, we feel, in a 
form that is readily usable by all Federal employees. 

Senator Macnuson. The Members of Congress constantly get letters 
from employees who seem to be at a loss to know what they can do or 
what they cannot do or maybe interpreting what they have done. 
There seems to have been in the past so many interpretations of the 
act, and I am glad that you have some uniformity based upon decisions. 

Mr. Macy. We have that, and we would be happy to provide that 
for offices here on the Hill. Of course, if there is doubt, we urge that 
employees inquire of the Commission and obtain an interpretation 
based upon individual sets of facts. 

Senator Macnuson. On an individual set of facts; yes. All right. 




















INVESTIGATIONS OF UNITED STATES CITIZENS FOR EMPLOYMENT BY 
INTERNATIONAL ORGANIZATIONS 


BUDGET REQUEST 












Mr. Macy. The next appropriation for which the Commission has 
responsibility is the one involving investigations of United States 
citizens for employment by international organizations. 

The House bill provides $491,800 for this program duction of 
$15,200 from the budget request of $507,000. In view of the small 
reduction proposed by the House and the current status of this work, 
the amount contained in the House bill is adequate barring an unfore- 
seen increase in workload. 





REMOVAL OF CONFLICT OF INTEREST EXEMPTION 








However, a sustained point of order raised on the floor of the House 
removed the following language from the bill, and I am quoting from 
the House bill, page 3, line 22: 


Provided further, That nothing in sections 281 or 283 of title 18, United States 
Code, or in section 190 of the Revised Statutes (5 U. S. C. 99) shall be deemed 
to apply to any person because of appointment for part-time or intermittent serv- 
ice as a member of the International Organizations Employees Loyalty Board 
in the Civil Service Commission as established by Executive Order 10422, dated 
January 9, 1953, as amended. 








This provision has been in the Commission’s appropriation lan- 
guage for years and its removal will bring members of the Interna- 
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tional Organizations Employees Loyalty Board within the purview of 
those provisions of law known as the “conflict-of-interest- statutes.’ 
The Attorney General has held that the statutes apply to practicing 
attorneys who are also employed by the Federal Government as well as 
to such attorneys who may be members of law firms handling suits 
against the Government, even though the individual himself has no 
connection with the case. This means that in many instances persons 
otherwise qualified to serve as members of this Board would be unable 
or unwilling to accept appointment. 

Since the. responsibilities of the Board are quasi-judicial in nature, 
it is of the utmost importance that some of the members be experienced 
in the practice of law. At the present time, 3 of the 7 members are 
practicing attorneys and serve on a part-time basis. The Commission 
strongly recommends that the Senate reinstate this language exempt- 
ing members of the International Organizations Employees Loyalty 
Board from the statutes referred to. Without it, I am sure we will lose 
several highly competent members of the Board, and will have great 
difficulty in replacing them with men of equal stature and ability. 


INVESTIGATION OF INTERNATIONAL ORGANIZATIONS EMPLOYEES 


Senator Macnvson. In our last 2 or 3 appropriations we discussed 
at some length the role of the Civil Service Commission in examining 
the people who are employes in international organizations. Do you 
still have that responsibility ? 

Mr. Macy. We have that responsibility, Mr. Chairman, in the same 
form as we have described it in the past 3 years. This means that the 
Commission has responsibility for this Board that reviews investi- 
gative reports on United States citizens who have filed as applicants 
for the various international organizations. 

Senator Macnuson. Let us get the procedure straight. If I make 
application for employment in an international board, that board then 
sends that application to you people? 

Mr. Macy. To the State Department. The State Department then 
refers them to us. 

Senator Macnuson. For investigation. 

Mr. Macy. For investigation. either by the Commission or by the 
FBI, and then the reports coming from those investigations are re- 
turned to this board. 


NO RECOMMENDATIONS MADE 


Senator Macnuson. You make no recommendation in those cases. 
All you do is make the investigation and report the facts of the ease 
back to the State Department; is that correct? I am talking about 
when you are through with your investigations. 


INTERNATIONAL EMPLOYEES LOYALTY BOARD 


Mr. Macy. When we are through with our investigations the report 
is referred to this International Organization Employees Loyalty 
Board. 

Senator Magnuson. Do you make recommendations to the Board? 

Mr. Macy. No. We just submit the report. 

Senator Magnuson. And the FBI would do the same thing? 
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Mr. Macy. Yes. 

Senator Magnuson. Then this Board that you are speaking about 
here is the one which determines whether a person should be cleared 
for employment. 

Mr. Macy. They make a recommendation to the State Department. 

Senator Magnuson. Who appoints this Board ? 

Mr. Macy. The Board is appointed by the Chairman of the Civil 
Service Commission under Executive Order 10422. 

Senator Macnuson. They serve directly under the Civil Service 
Commission for clearance for these international organizations, but 
they are a separate Board? 

Mr. Macy. They are a separate Board and the Commission actually 
provides primarily housekeeping services for them. The Commis- 
sion staff does not get involved in determinations. 

Senator Magnuson. They are appointed on a per diem basis? 

Mr. Macy. Yes; and serve part time. 

Senator Magnuson. Are they Government employees or outside? 

Mr. Macy. They are all outside. They are all from private life. 

Senator Macnuson. The purpose, of course, of this suggestion is 
to retain some legal talent? 

Mr. Macy. That is right, and we feel it is very important. 

Senator Magnuson. Will you place in the record the number of 
employees, if you have it, that are employed in these international 
organizations? 

Mr. Macy. The number of United States citizens employed in the 
international organizations ? 

Senator Magnuson. Yes; or would the State Department be better? 

Mr. Macy. We will have to obtain that from the State Depart- 
ment. We would not have records on that. 

Senator Maenuson. We will ask the State Department then. You 
would only have records of those that you had to investigate. 

Mr. Macy. That is correct and we know for a fact that we investi- 
gate many more than are actually selected. These are applicant cases. 

Senator Magnuson. You may investigate a half dozen and they 
would select only one or two. 

Mr. Macy. That is right. 


ANNUITIES, PANAMA CANAL CONSTRUCTION EMPLOYEES AND LIGHTHOUSE 
SERVICE WIDOWS 


BUDGET ESTIMATES 


Mr. Macy. The next appropriation involves annuities for Panama 
Canal construction employees and lighthouse service widows. 

A reduction of $117,000 was made by the House in this appropria- 
tion. The President’s budget requested an amount of $2,417,000— 
an increase of $393,000 over the appropriation available for fiseal 
year 1957. This increase is entirely as a result of Public Law 761, 
84th Congress, which granted increased annuities to certain individ- 
uals entitled to benefits under the Panama Canal Construction An- 
nuity Act. These increases were effective August 1, 1956, and will also 
require additional funds in the current fiscal year, which are included 
in a request for supplemental funds now pending with the Congress. 
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The full amount requested for fiscal year 1958—$2,417,000—is nec- 
essary to make annuity payments in that year under existing legisla- 
tion. To appropriate a lesser amount will mean that the Commission 
wit be unable to pay the annuities to these individuals as required 

y law. 

Senator Macnuson. If you know, why did the House reduce that 
amount by $117,000 ? 

Mr. Macy. They gave no reason in their report at all, Mr. Chairman. 

Senator Macnuson. I see none in the report. 

Mr. Macy. We are unable to determine that. 

Senator Magnuson. What was the tenor of the questioning on that? 

Mr. Macy. I believe there was no questioning in the hearing before 
the House subcommittee on this point. 

Senator Maenuson. All right. 


ADMINISTRATIVE EXPENSES, EMPLOYEES’ LIFE INSURANCE FUND 
EXPENSE LIMITATIONS 


Mr. Macy. The next item pertains to administrative expenses for 
the employees’ life insurance fund. 

This item is concerned with an expense limitation included in the 
language of our annual appropriation act, which controls the amount 
that may be expended from the Government employees’ life insurance 
fund for administrative expenses. An increase in the present limita- 
tion amounting to $115,500 was requested for fiscal year 1958. The 
House bill includes an increase of $6,300 which only provides the funds 
required to cover retirement contribution costs, and, in effect, holds 
us to this year’s level for this item. This action negates and 
nullifies the amendment to the Federal Employees’ Group Life Insur- 
ance Act passed by the Congress in August 1955. That amendment 
authorized assumption by the life-insurance fund of the insurance 
agreements of 25 employee beneficial associations with a membership 
of approximately 149,000, and resulted from a recognition by the 
Congress that these employee beneficial associations could no longer 
survive following the passage of the basic Group Life Insurance Act. 
The amendment, therefore, provided that the fund would take over 
these insurance agreements and required the Commission to assume 
the contracts of these associations not later than August 17, 1957. 
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In accordance with this provision of law, the Commission had been 
negotiating with the employee beneficial associations. We began tak- 
ing over these agreements in January 1956, to the extent available 
funds permitted, and 16 of them having 54,000 members were assumed 
during 1956. Because of inadequate funds it was necessary for the 
Commission to postpone taking over the remaining associations. Some 
of them had even converted their high interest bearing assets to cash 
or Government bonds in order to be in a position to be taken over, 
only to find that the Commission could not perform its obligation due 
toa shortage of funds for administrative expenses. 

The limitation authorized by the Congress for fiscal year:1957 again 
is inadequate for the Commission to take over the remaining asso- 
ciations. For this reason, and because the legal deadline date of 
August 17, 1957, is rapidly approaching, the Commission has requested 
an increase in a supplemental budget request now pending before the 
Congress for the current fiscal year for the purpose of taking over the 
remaining associations. 

The budget we are discussing today is not to cover taking over the 
additional associations, but is for maintaining on a continuing basis 
during fiscal year 1958 the remaining associations on the assumption 
that they will be taken over this fiscal year with the funds being re- 
quested 1n our supplemental budget request. 

In spite of the fact that the Congress by law requires the Com- 
mission to take over these associations, the Congress, on the other hand, 
has denied the Commission use of the funds with which to take them 
over. I am attaching to this statement a schedule in which there is in- 
dicated the several attempts made by the Commission to secure ade- 
quate funds for this purpose. I cannot emphasize too strongly, there- 
fore, that, if the Commission is to comply with the law aaa assume 
these insurance contracts by the legal deadline of August 17, 1957, it 
must have (1) the funds necessary to cover the initial expense of as- 
suming the remaining 95,000 members, and (2) the funds requested 


in this 1958 budget to maintain and administer the entire program on 
a continuing basis. 


This concludes my statement. 
Thank you very much for your patience in listening to me. 
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(The schedule referred to by Mr. Macy follows:) 


Summary of Commission’s efforts to obtain adequate expense limitation to assume 
and service insurance of members of beneficial associations as required by amend- 
ment to Public Law 598, Federal Employees’ Group Life Insurance Act of 1964 


Date 


June 30,1955 


Aug. 11, 1955 


Feb. 13, 1956 


May 19, 1956 


Dec. 14,1955 


June 27, 1956 


Mar. 21, 1957 


Amount of limitation 
authorized in fiscal 
year 1956 appropria- 
tion, $80,000. 

Amendment to Federal 
Employees’ Group 
Life Insurance Act 
of 1954, Public Law 
356, 84th Cong. 

Fiscal year 1956 supple- 
mental request to 
Congress for $112,350 
increase in limitation. 


Amount of limitation 
increase approved by 
Congress in fiscal 
year 1956 supple- 
mental appropria- 
tion, $37,500. 

Fiscal year 1957 regular 
request to Congress 
included $186,700 as 
the amount of limita- 
tion to be authorized 
to administer the life- 
insurance fund. 

Amount of limitation 
authorized in fiscal 
year 1957 appropria- 
tion, $117,500. 

Fiscal year 1957 supple- 
mental request to 
Congress for an in- 
crease of $76,500 in 
the limitation. 


Fiscal year 1958 regular 
request to Congress 
included $233,000 for 
the expense limita- 
tion to administer the 
life-insurance pro- 
gram. 


HISTORY 


Explanation 


Restricted amount to be expended from life-insurance fund for 
administration of the regular program of Federal employees’ 
group life insurance. 


Authorized the Commission to arrange for assumption by the 
fund of insurance agreements held by 149,000 members of 25 
nonprofit associations of Federal or District of Columbia em- 
ployees by Aug. 17, 1957. 


The increased limitation requested was to enable the Commission 
to assume the insurance agreements of the 25 beneficial associa- 
tions as provided in Public Law 356. This supplemental esti- 
mate was required because the amendment to the Life Insur- 
ance Act was passed on Aug. 11, 1955, after the Commission’s 
regular 1956 appropriation was approved June 30, 1955, 

This reduced amount permitted the Commission to take over 
only 16 beneficial associations with 54,000 members, and it had 
to discontinue negotiations with the 9 remaining associations. 


This request included funds which would be adequate to (1) take 
over the 9 remaining associations with 95,000 members, (2) ad- 
minister the regular Federal employees’ life-insurance pro- 
gram, and (3) service all the 149,000 members of beneficial 
associations. 


This limitation provided only enough funds for maintenance of 
the regular life-insurance program and servicing of the 54,000 
members of the 16 associations already taken over. 


As funds were not provided in the regular fiscal year 1957 appro- 
priation limitation, shown above, the Commission again 
requested funds to enable it to assume the 95,000 members of 
the 9 remaining beneficial associations. This was the 3d 
request made to increase the expense limitation for purposes 
of assuming the beneficial associations and, as of Mar. 27, 1957, 
it is still pending in Congress. 

This amount would provide for maintaining the regular program 
and servicing the full 149,000 membership of the 25 beneficial 
associations. It was based on the assumption that funds will 
also be made available through the fiscal year 1957 supplemental 
request to enable the Commission to take over the 9 remaining 
associations with 95,000 members. The House reduced this 
amount to $123,800. The amount of limitation allowed in the 
House bill will not quite provide enough funds to maintain the 
regular Federal employees’ program and to service the 54,000 
members of beneficial associations taken over last fiscal year. 
Obviously, this limitation would not provide for servicing an 
additional 95,000 members which should be taken over if the 
supplemental appropriation for 1957 is approved. 

The Commission has made 3 attempts to obtain expenditure 
authority to carry out its responsibility under the amended 
law; however, in order to carry out the intent of this legislation 
(Public Law 356, 84th Cong.) it is neeessary that (1) the 1957 
supplemental request be approved in order to take over the 
insurance agreements of the remaining 9 beneficial associations 
and (2) the full amount of the fiscal year 1958 request be restored 
and authorized by Congress in order to maintain the whole 
program as required by law. 


OF PROGRAM 


Senator Rorerrson. Mr. Chairman, it will be recalled that in 1954 
the Congress passed an act authorizing the Civil Service Commission 
to provide life insurance for Government employees. At the time this 
program was being considered it was brought out that its enactment 
would jeopardize the future of certain employee beneficial associa- 
tions. In recognition of the impact of this program, Congress amend- 
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ed the act on August 11, 1955, authorizing and directing the Civil 
Service Commission to take over all of the insurance policies held 
by present and former employees alike with these beneficial associa- 
tions. 

Since that time, the Commission has taken over some 50,000 or more 
policies constituting the business of 16 associations. 

There remain some 9 of the larger associations with from 90 to 
100,000 policyholders that have not been taken over. The Civil Serv- 
ice Commission contends that it cannot complete the job without ap- 
propriate authorization from Congress to spend $76,500 this year, 
roughly a dollar a person, out of the life-insurance reserve fund. This 
does not mean an appropriation of new funds because the act in ques- 
tion provided that accumulated reserves of these beneficial associ- 
ations should be turned over to the Civil Service Commission. But 
the House, when it acted on the budget of the Civil Service Commis- 
sion for fiscal 1957, disallowed the request of the Civil Service Com- 
mission to expend out of the life-insurance reserve funds the sum of 
$76,500. 

In my opinion, a grave injustice will be done to 9 of these groups 
with a total membership of 95,000 to 100,000 if the authority men- 
tioned is not granted to the Civil Service Commission. 

Therefore, Mr. Chairman, I refer to this in order that we may keep 
it in mind when we mark up this appropriation bill. 

Senator Magnuson. Are there any question ? 


FUNDS REQUIRED TO TAKE OVER ASSOCIATIONS 


Senator Porrer. I think that Senator Dirksen has some. I would 
just like to ask, on this insurance fund, how much is involved with 
the one-shot deal in the process of taking the associations over? 

Mr. Macy. $76,500 is the requirement to complete the takeover. 

Senator Porrer. They have to be taken over ie August by law? 

Mr. Macy. Yes. 

Senator Porrrr. If you secure the funds requested you will be able 
to do that? 

Mr. Macy. If we receive the funds requested in the supplemental 
we will be able to do that. 

Senator Porrer. How much do you have in your budget for the 
continuation of the program after you take them over? 

Mr. Macy. That is the current year’s money. 

Senator Porrer. In other words, the budgetary item in here has 
nothing to do with taking over these new associations? 


MAINTENANCE OF INSURANCE ACCOUNTS 


Mr. Macy. It is the continued maintenance of those insurance ac- 
counts, once they have been taken over, and the amount required there 
is $233,000. 

Senator Porrer. I assume this to be a continuing obligation then? 

Mr. Macy. It is a continuing obligation until these policies are 
eventually fulfilled. The $233,000 would include the maintenance of 
these accounts as well as other expenses involved in administering 
the group life-insurance fund. 

90699—57——5 
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AGENCY CONTRIBUTIONS TO RETIREMENT FUND 


Senator Maenuson. Mr. Macy, going back again to something that 
has been a bone of contention here for many, many years, and so we get 
this straight, in the retirement fund our figures are that the cost to the 
Government which should be normally appropriated every year is 
$626,640,000 and the interest on the deficiency runs $496,883,000, there- 
by making the total Government cost at the end of this fiscal year 
$1,123,523,000, less estimated contributions by the agencies in 1958, 
which would include these amounts that all the agencies that will come 
in for, which will run $559,313,000, but that still leaves the Govern- 
ment cost not met by agency contributions at $546,210,000. 

Mr. Macy. That is correct, sir. 

Senator Magnuson. Then in the meantime we still have the 614 
percent going under the law. 

Mr. Macy. That is right. 

Senator Magnuson. So the record will be clear on that, in the House 
hearings on page 530 when they were discussing this matter Mr. Irons 
furnished some information and I want to ask if this still stands and 
is correct. Congressman Yates asked for it. Congressman Yates 
said: 

I do propose we meet this current obligation. Why should we let the deficit 
be increased year by year? Somewhere along the line we are going to have to 
meet that. I have asked our friend to compute that place. 


As to when it starts, what the figures will be from the point it starts progres- 
sively forward. 


Mr. Irons in the information requested says: 


The present Retirement Act requires employee deductions of 6% percent of 
salary, with matching contributions by employing agencies. If total income of 
the retirement fund is limited to these deductions and contributions, plus interest 
on the balance in the fund, it is estimated that the balance will increase through 
the fiscal year 1972. 

Thereafter estimated benefit payments will exceed total income. The esti- 
mated balance of $13.6 billion in 1972 would thereafter steadily decrease unless 
additional income were provided. 

If income to the fund were limited to employee deductions and interest (with- 
out the matching agency contributions), the balance in the fund would increase 
to about $7.8 billion in 1960. Thereafter benefit payments would exceed income 
and the fund would rapidly decrease. 

These estimates are based on an assumed level payroll of nearly $9 billion and 
an interest rate of 3 percent on the balance in the fund. An increase in either 
of these items would defer the time when the fund would begin to decrease, since 
such increase would raise current income. (In the case of higher salary scales, 
benefits would also be increased, but the full effect would not be immediate.) On 
the contrary, a smaller payroll or a lower interest rate would hasten the time 
when the fund would begin to decrease. 


Senator Macnuson. So that if we do not make any appropriations 
after 1960 it will start to cut into it? 

Mr. Irons. That is on the assumption that there would be no addi- 
tional appropriations between now and 1960. If you make no appro- 
priations and there are no Government contributions—I believe that is 
the question there—then the fund would start to decrease beginning 
with 1960. 

Senator Macnuson. However, the figure in the year 1960 would not 
apply if we continue to make these contributions that are being asked 
for by the agencies now ? 

Mr. Irons. That is correct. 
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Senator Macnuson. If they continue and the 614 percent continues 
we would go 12 more years before it started to cut into it ¢ 

Mr. Irons. To 1972, yes, sir. 

Senator Magnuson. However, if we cut these out and just have 
the 614 percent, limited to that alone, 1960 would be the deadline ? 

Mr. Irons. The deadline date; yes, sir. 


TOTAL ASSUMED LEVEL PAYROLL 


Senator Magnuson. The estimates, you say, are based upon an as- 
sumed level payroll of nearly $9 billion and an interest rate of 3 per- 
cent on the balance in the fund, and an increase in either of these items 
would defer the time when the fund would begin to decrease, since 
such increase would raise current income. 

In the case of higher salary scales, benefits would also be increased, 
but the full effect would not be immediate. On the contrary, a smaller 
payroll or a lower interest rate would hasten the time when the fund 
would begin to decrease ; is that correct ? 

Mr. Irons. Yes, sir. 

Senator Magnuson. Therefore, in order to keep the fund what I 
consider solvent the minimum we would have to do is to continue 
these amounts that the agencies are asking for in this year’s budget, in 
your particular case alone amounting to $980,000 plus. 

Mr. Irons. That is correct, sir. 

Senator Macnuson. Because if that is cut out along with the direct 
appropriation, and we put in some last year, then in 1960 we would 
have to start worrying about the fund. 

Mr. Irons. You would have to worry right away. 

Senator Macnuson. Are there any questions / 

Senator Dirksen. Yes; I have some questions. 

Mr. Macy, the jurisdiction of the Civil Service Commission extends 
only to people in the classified service with the possible exception in 
administering in the retirement fund. There you would get some 
no doubt who were not under civil service. 


Mr. Macy. That is correct. That is about 85 percent of the total 
Federal strength. 


TOTAL ON CIVIL SERVICE FEDERAL PAYROLL 


Senator Dirksen. What is your most current figure to show the 
total number of people on the Federal rolls, under civ vil service? 

Mr. Macy. The June 30, 1956, figure under civil service was 
2,042,000. 

Senator Dirksen. And we have what in addition to that who are 
not under civil service? Another 250,000? 

Mr. Macy. We would have another 350,000. 

Senator Dirksen. What is that date of that figure ? 

Mr. Macy. That is June 1956. 

Senator Dirksen. Have youa more current figure than that / 


Mr. Macy. I can provide it for the record. It will be approximately 
the same, however, Senator. 


Senator Dirksen. It would be the same? 
Mr. Macy. Approximately the same. 
Senator Dirksen. I was wondering what the change has been. 
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Mr. Macy. It would vary only slightly since J une 1956. 

Senator Dirksen. So there has actually been no substantial increase 
in the whole number ? 

Mr. Macy. That is correct. 


TURNOVER PERCENTAGE 


Senator Dirksen. What is your percentage turnover and what is 
your total turnover for the last fiscal year or for the most current re- 
porting date ? 

Mr. Macy. For the last fiscal year the turnover was approximately 
16.5 percent. 

Senator Dirksen. How does that compare with the turn over for 
prior fiscal years ? 

Mr. Macy. It is approximately the same as the 2 previous years, 
considerably lower than the rate in the years prior to 1954. In other 
words, there was a drop from 1952 to 1953 and it has tended to stabilize 
in the area of 16 percent annually since that time. 

Senator Dirksen. I wonder if you can put a little table in the record 
showing what the turnover is percentagewise and also the number of 
people since, let us say, 1950. 

Mr. Macy. Since 1950? Yes, sir; I have that right here. I will 
be happy to include it in the record. 

(The information referred to follows :) 


New hire rate and employment in the competitive service 








Total em- 
New hire ployment in 
Fiscal year rate per 100 | competitive Defense Nondefense 
employees | service as of 
June 30 


2, 144, 882 1, 118, 107 1, 026, 775 
2, 247, 682 1, 211, 355 1, 036, 337 
. 138, 899 | 1, 133, 186 1, 005, 713 
, 992, 057 | 1, 021, 369 970, 688 
, 004, 814 1, 027, 467 977, 347 
, 007 | 

, 993 


1, 656, 803 | 657, 399 999, 404 


no 


nnn 


gf 
pr 


1, 052, 263 9R9, 744 
1, 054, 779 1, 017, 214 


. 


| 


1As of Feb. 28. 


RECRUITING PROGRAM 


Senator Dirksen. Therefore you feel that the Federal rolls are sta- 
bilizing and that the amount of turnover is either level or it is de- 
creasing a little? 

Mr. Macy. If you take the entire Federal service, that is correct. 

Senator Drrxsen. I wish you would tell us a little more about your 
recruiting program. 

Mr. Macy. All right, sir. 

Senator Dirksen. How do you go about it? What do you do? 
What people have you in the field? Whom do you contact? What 
kind of literature do you put out? 

Mr. Macy. Our recruiting program is operated on a very broad basis 
through the Commission’s central office, its 11 regional offices, and ap- 
proximately 800 boards of examiners that are located throughout the 
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United States at individual agency installations, at shipyards, army 
installations, airbases, and other activities. 

In the case of the boards of examiners, there is an extension of the 
Commission’s examining and recruiting activity, but performed with 
agency personnel. We have endeavored in the past 2 or 3 years be- 
cause of the heavy competition in many occupational and professional 
groups to step up the positive recruiting that has been performed by 
the Commission and by the Commission agents within the depart- 
ments and agencies. We have endeavored to improve the quality of 
the written material that we have used. However, we believe that 
even more important is direct personal contact with the potential 
sources of applicants for the Federal service. 

One reason for our request for additional money in activity 1 is to 
make it possible fer us to augment our field staffs that are making 
these contacts. We feel it is particularly important that we conduct an 
aggressive recruiting campaign in the colleges and universities, be- 
cause it is from that source that the career administrators and tech- 
nicians are going to come for the next 15, 20, or 25 years, and that 
if our sources from colleges dry up and we do not have a sufficient 
intake into the Federal service, we are going to be severely handi- 
capped in the long run. 


TOTAL RECRUITMENT PERSONNEL 


Senator Dirksen. How many people are employed in this recruit- 
ment function ? 

Mr. Macy. In the recruitment function within the Commission ? 

Senator Dirksen. Altogether, wherever that may be. 

Mr. Macy. Including the agencies? 

Senator Dirxsen. In the field, yes. You say, “including the agen- 
cies.” I am thinking only of the Civil Service Commission. 

Mr. Macy. Fifty-two people are engaged in recruiting as such. 

Senator Drrxsen. Is that the whole number? 

Mr. Macy. That is the total number. 

Senator Dirxsen. For field and departmental ? 

Mr. Macy. Field and departmental. 

Senator Dirksen. Would you, for instance, have a recruiter down 
in New Orleans, La. ? 

Mr. Macy. We don’t have any one designated in that location as a 
recruiter. We would have a representative there who would spend 
pest of his time recruiting, but he would not be a full-time recruiter. 

e would have other duties to perform. 

Senator Dirksen. Would you have one in Chicago, for instance? 

Mr. Macy. Yes; we would have a member of our regional staff in 
Chicago who would be performing recruiting functions full time. 


RECRUITING PROCEDURE 


Senator Dirksen. Mr. Macy, what I am trying to find out is just 
exactly how does he go about it? Suppose he occupies an office in 
the post-office building in Chicago. Exactly what does he do? Whom 
does he go to and contact ? 

Mr. Macy. He would be contacting the placement officers, the mem- 
bers of the faculty, and the students at Northwestern, at Chicago, at 
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Illinois Tech, at Loyola, at all of the institutions in the immediate area 
and on throughout Chicagoland and the Middle West. 

Senator Dirksen. Does he use literature ? 

Mr. Macy. We have a number of brochures, descriptions of various 
kinds of work in the Federal service. He would attend career days 
that are sponsored by the colleges, and to an increasing extent by the 
high schools as well. He would make it possible for those interested 
in Federal service to be interviewed. Mr. Williams has here an ex- 
ample of a recent document that we published to assist all people 
in the universities in gaining a comprehensive picture of what the 
employment opportunities are in a career sense within the Federal 
service. 

Senator Dirksen. In a nutshell his business would be to paint in 
the most rosy colors the glories of Federal service, I take it. 

Mr. Macy. He would give the most positive picture of Federal 
service that he possibly could and endeavor to stimulate interest in the 
Federal service so that we would get more applications, and therefore 
more competition, and therefore better quality for the Federal service. 

Senator Dirksen. What would that picture be like if there was a 
very substantial guotient of unemployed people in the country? In 
those circumstances it has been my experience here that there is quite 
a search in the direction of Federal employment. 

Mr. Macy. That was certainly true in the thirties, and there were 
large numbers of applicants competing for a limited number of Federal 
positions. 

Today our experience is the reverse. We find that we have in many 
occupations more positions than competitors and we must go out and 
find the competitors and sell them on coming to work for Uncle Sam. 


AGENCY RECRUITING ACTIVITIES 


Senator Dirksen. What do the other agencies do in this field? Do 
they not all recruit ? 

Mr. Macy. The agencies also engage in recruiting activities for their 
own specialized positions. They ‘work with the Commission in con- 
tacting the institutions, professional organizations, and other sources 
that may exist in the locality from which applicants may be drawn. 

Senator Dirksen. When you say “specialized functions,” at what 
level of GS classification or professional classification would you 
start ? 

Mr. Macy. We would start at grade 5 which is the bachelor degree 
level, and at grade 7 which is a more advanced degree level. Those 
would be the two primary points at which technical recruitment 
takes place. 


PERCENTAGE OF CLASSIFIED PERSONNEL 


Senator Dirksen. That would embrace what percentage of the 
classified personnel ? 

Mr. Macy. This would represent percentagewise a relatively small 
number. I would have to provide a figure. I do not have it in my 
head. 

Senator Dirksen. If you can contrive a figure, would you insert it 
in the record ? 
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(The information referred to follows :) 


GS-5 and GS-7 positions as of June 30, 1956 








Total number] Percent of 
employees total 
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Notre.—Number of recruitments in these grades not available. Last available data on number of pro- 


— positions in these 2 grade levels was approximately 4 percent—June 30, 1954, the most recent data 
available. 


1958 REPLACEMENTS CONTEMPLATED 


Mr. Macy. The total placements which we are contemplating in 
1958 would be 335,500. That would be necessary in order to replace 
those people who leave the rolls without increasing the total strength 
of the Federal Government. 

Senator Dirksen. Well now, what percentage of that number of 
335,500 would be typists, junior typists, clerks, file clerks, stenogra- 
phers? 

Mr. Macy. I would say a substantial number. I would not be able 
to give you a precise breakdown occupationally of the 335,500, but I 
would certainly say that a very significant percentage, perhaps even 
30 percent, would fall in the clerical category, because there is where 
our greatest turnover is. 

Senator Dirksen. I would think it would be much higher than that. 

Mr. Macy. You see, I am also including in the 335,500 a large num- 
ber of blue-collar workers, the laborers, the machinists, the draftsmen, 
that are employed in very substantial numbers by the three military 
departments. 

In fact, it represents more than 50 percent of their employment. 
So that group is populous, as well as the lower level clerical groups. 

Senator Dirksen. But the lower level are the easiest classifications 
to fill, are they not? 

Mr. Macy. It depends on the locality. We find, for example in 
Chicago, that the competition is very high, even for the lower level 
jobs. It is difficult to find an adequate number of competitors, because 
of the high prosperity level. 






















ADDITIONAL POSITIONS REQUESTED 


Senator Dirksen. And how many extra people are you asking for, 
for this recruitment ¢ 

Mr. Macy. We are asking for an increase of one full-time person in 
recruiting in each of the regional offices, plus $20,000 to be invested in 
our information activities, to improve our pr inted materials and their 
distribution in building up a market for Federal employment. 

Senator Dirksen. And that would be how many ? 

Mr. Macy. That would, I believe, represent a total of 14. There 
would be 1 in each regional office plus 3 in public-relations activities. 

Senator Dirxsen. In what particular function are you asking for 
most of these additional 200 people? 
Mr. Macy. Well, they break down into the following distribution : 
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In examining and recruiting—this would include these additional 
people on recruiting, plus those engaged in the actual handling of ap- 
plications, the rating, the registering of them—there would be a total 
of 50. In the investigative activity that I described, the expansion 
would involve 52 people. That is $249.000. In activity 3, the inspec- 
tion and classification audit—I believe I have already mentioned that 
that would be 26. In the retirement activity, 8. In the standards 
work, and in pay studies, 29. That is a general picture of the distri- 
bution of the additional people. 

Senator Dirksen. Well, in the light of your response a little while 
ago, that there has been no significant variation in the number of clas- 
sified personnel from last June until now, and I would assume that 
there would be no great or substantial change between now and the 
beginning of the new fiscal year, what you are asking for is 200 people 
and $1,600,000-plus to take care of the same number of people that 
you have taken care of in 1957. 

Mr. Macy. That is correct. We are asking for the additional money 
in the case of investigations and retirement to meet additional work- 
loads. This workload has been forecast in retirement because of the 
liberalized law that we have to administer. 


LABOR MARKET SITUATION 


In the recruiting and examining activity, we are asking for addi- 
tional people, because our experience has indicated that, with the tight 
labor market situation that we have today, we need more people in 
order to recruit the same level for the Federal service, to provide the 
same number of people to the departments and agencies. 

Senator Dirksen. Do you think the market is tighter now than it 
was? 

Mr. Macy. Yes, we do. We feel that it has become progressively 
tighter, particularly in some of these specialized and technical posi- 
tions, that are so critical to the defense program. 

Senator Dirksen. I have been looking at the economic indicator 
issued by the Budget Bureau. I got the clear and distinct impression 
that the situation is not nearly as tight now as it was some time ago, 
and it might not be so tight when we get into the new fiscal year as 
it is at the present time. 

Mr. Macy. The Department of Labor manpower forecast seemed 
to indicate that we are in for a tight labor market situation for an 
extended period into the future, particularly in those positions which 
require a rather high level of educational preparation. And we feel 
that, if we are going to get a fair share of those people to meet essen- 
tial Government programs, we need to step up our activity on the 
recruiting and examining side. 


OCCUPATION STANDARDS 


Senator Dirksen. Now, you said a little something about these 
new standards, in the work under programs and standards, as a fune- 
tion. Can you give us a little more detail on this question of stand- 
ards, what kind, the application ? 

Mr. Macy. Yes, sir. The occupation standards cover two general 
areas: One, the qualification standards for examination purposes; 
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the determination of the appropriate experience, quantitatively and 
qualitatively, necessary in order to enter the Federal service. 

Senator Dirksen. Now, Mr. Macy, you will have to put that in Jan- 
guage that we understand, Will you just define a standard? 

Mr. Macy. I beg your pardon. What I mean is that it is necessary 
to specify the experience required in order to compete for a particular 
position in the Federal service. Either there has to be a certain 
degree level, a certain number of years of a particular type of expe- 
rience, and other requirements of. that type, to assure that we have 
a standard against which we are examining. Under the merit system 
we bring in competitively people who meet those qualifications stand- 
ards and are able to do the work. 

Senator Dirksen. What you are trying to say, Mr. Macy, I sup- 
pose, is that you want to revise your job sheets with respect to given 

categories of work to indicate the requirements there, better Back. 
ground, and so forth. 

Mr. Macy. There are two sides. One is the side of qualifications of 
the individual. The other, the classification standards, is the ee 
ard with respect to the job itself, used for the determination of 

rates under the Classification Act. One for the person; the ot wd 
for pay purposes based on the position. We try to keep both in rela- 
tionship as a single occupational standard. 

Now, there are many hundreds of occupations in the Federal serv- 
ice, practically every occupation known to our economy. These are 
very rapidly changing occupations as technological change produces 
variations or modifications in the jobs. And it is necessary for us to 
keep standards in these occupations up to date, so that the Federal 
Government is able to examine for those jobs and is able to establish 
appropriate pay rates under the Classification Act. And the money 
that we are requesting is to permit us to accelerate that work, so that 
we are providing sharp, accurate, realistic standards for examining, 
on the one hand, and we are establishing objective job statements for 
the classification of positions in the determination of appropriate rates 
of pay 

Senator Dirksen. Now, give us one illustration as to how that 
works, 


Mr. Macy. Let us take, for example, the increased use of data- 
processing equipment. 


Senator Dirksen. Oh, get something simple, that we can understand. 
EXAMPLE OF CLASSIFIC4 TION PROCEDURE 


Mr. Macy. I thought as long as I was complicating it, I might as 
well use a complicate d operation. 

Let us take an engineer, then, let’s take a mechanical engineer. We 
would, on the qualification side, determine the college degrees, the 
years of experience, that would be appropri: iate in examining for vari- 
ous levels of engineers, grade 5, grade 7, grade 9, and so on up the 
line. That would be the qualification standard. 

Then, on the classification side, we would be determining what the 
substance of the job should appropriately be in order to evaluate the 
job at grade 5 and arrive at the appropriate pay se ‘ale. This would 
involve varying levels of difficulty in engineering. These would be 
job requirements measured at various grade levels, so that it is possible 
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for the agencies who use these standards to arrive at an appropriate 
grade level. 

Senator Dirksen. So you would fit the engineer to the hole, and fit 
the hole to the engineer, so that you are bound that he would be fitted 
when you got through. 

Mr. Macy. We are endeavoring to fit properly. That is right. 

Senator Dirksen. I think that is all, Mr. Chairman. 


STABILIZATION OF TURNOVER 


Senator ELLenpEr. May I ask one question ? 

You mentioned that something was stabilizing itself. Did you 
mean in the number per year, or in the percentage of turnover ¢ 

Mr. Macy. In percentage of turnover, Senator Ellender, yes. 

Senator Ettenper. Yes. You do not have the number? 

Mr. Macy. The number would be roughly the 335,500 that I men- 
tioned. In other words, the number of replacements necessary in 
order to keep the service at the present level would be approximately 
335,500. 

Senator E,ienper. Well, if it is retained at 335,500, that would 
indicate to me that the number of employees from year to year would 
be about the same. 

Mr. Macy. That is correct. 

Senator ELLENpER. Now, how can you assume that, when you come 
in here and ask for an increase, and in fact I presume every department 
is coming in here for an increase, in the number of employees? That 
would indicate to me that the number is increasing rather than stabiliz- 
ing itself. 

1958 PROJECTED PERSONNEL STRENGTH 


Mr. Macy. Senator Ellender, the figure that we are using as the pro- 
jected personne] strength for the Federal service for 1958 is 2,390,000, 
which is approximately the same level as the present time. So we are 
assuming that taking the Government at large there is going to be 
no net increase in personnel strength. 

Senator Eiitenper. Well now, as I have indicated—and I think I 
saw it in print several times—virtually every department is coming 
here for more money to employ more people, and that to me indicates 
more employees. Now, where will you cut them off from ? 

Mr. Macy. Well, I am not familiar with the budget request of every 
department. 

Senator Ettenper. You are asking for two-hundred-some-odd more 
than you now have. The Department of Agriculture is going to ask 
for I think 5,000 more. 

Senator Macnuson. Well, the more the departments ask for, the 
more they will need. 

Senator Exienpver. I understand that. But the point I was trying 
to get in mind was this stabilizing business. It strikes me that the 
total number is increasing rather than stabilizing itself. 

Mr. Macy. I believe it is stabilizing, because reductions are taking 
place that offset the increases that have been requested. 

Senator Evtenper. I would like to see where those reductions are 
coming from. 
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Mr. Macy. I believe there have been significant reductions in some 
civilian components of the Department of Defense. And Defense 
constitutes 50 percent of this total figure anyway. 

Senator Magnuson. What percentage—you can furnish it for the 
record—of the overall Government employment is under civil service ? 

Mr. Macy. Eighty-five percent. 

Senator ELttenper. And 15 percent are outside ? 

Mr. Macy. Fifteen percent are outside, under a variety of authori- 
ties; a number of them outside by statutory action of the Congress; 
and others outside by action of the Civil Service Commission in au- 
thorizing positions in schedules A, B, and C. 


DEFENSE AND NONDEFENSE EMPLOYEES 


Senator E_itenper. In addition to the data that Senator Dirksen 
has asked you about, as to the turnover since 1950, I wonder if you 
could put there the number of employees, as well, and try to separate 
them from the Defense Department. 

Mr. Macy. Defense and non-Defense employment during the same 
years ¢ 

Senator ELLeNDErR. From 1950 to whatever date ? 

Mr. Macy. Toacurrent date. 

Senator ELLtenper. Will it be possible for you to do that? 

Mr. Macy. We will add that to the table. 

Senator Magnuson. Senator Saltonstall, any questions? 


FUNDS TO TAKE OVER INSURANCE GROUPS 


Senator Satronstautu. I just have one question, Mr. Chairman. 
Senator Robertson made a statement this morning on this insurance 
fund. 

Senator Macnuson. Yes, that is in the record at this point. 

Senator SaLronsTaLu. Yes. 

Now, as I understand it, you have asked for money in your sup- 
plementary bill to take over these remaining insurance groups; is that 
correct ? 

Mr. Macy. That is correct. 

Senator SaLsonsTALL. If you do not get that money in the sup- 
plementary budget of this year and complete your work by August 17, 
1957, then we have got to extend that date by law ? 

Mr. Macy. That is correct. 

Senator SatronsTaLu. Now, if you get that money, then you will 
want this additional money in the 1958 budget, but if you do not get 
the money in the supplemental, and the law has to be extended, then 
you will not need this additional money in 1958; is that correct ? 

Mr. Macy. That is correct. Instead of needing $233,000, we would 
need roughly $113,000. 

Senator SanronstTay. So we have got to fish or cut that bait by 
either giving you the money in the supplementary bill or extending 
the law. 

Mr. Macy. That iscorrect. We feel very strongly that we are unde! 
direction from the Congress to accomplish this task, but unless we 
have an increase in the expense limitation we are unable to carry 
through that direction. 
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FREE PUBLICITY 


Senator Magnuson. Did you get any help in your recruitment pro- 
gram from the mediums of expression, like radio, television, and 
newspapers, free ¢ 

Mr. Macy. To a limited extent we are able to obtain that assistance 
without charge. All of our present publicity through those media is 
without the payment of any fee. So it depends on the good will and 
the interest of the managers of the media themselves. 

Senator Macnuson. Yes. Do you not think this is true in a lot of 
cases ? 

A lot of young people know there are Federal jobs and Federal 
careers available, but a lot of them just do not know how to go about 
it, where to apply or what they should do. And I notice the military 
has a lot on the air or on television explaining in detail where you go 
and what you do to make yourself eligible. 


JOB INFORMATION PUBLICATIONS 


Mr. Macy. Well, here again, we have endeavored through our own 
resources to develop pamphlets such as you have there, plus others. 

Senator Macnuson. Well, suppose the Treasury says: “Write to the 
Department of Personnel in the Treasury.” And then supposing a 
young man wrote and said, “I am interested in a certain type of 
career.” Then the Treasury Personnel Department would refer them 
to civil service for examination ; would they not? 

Mr. Macy. That is right. But it also indicates in there the loca- 
tion of the civil service offices and their availability to provide general 
information. 

Senator Macnuson. Which are in 11 districts in the United States. 

Mr. Macy. And in addition we have publications such as this one, 
which is addressed specifically to the college student. 

Senator Maenuson. No; I am speaking of other people, not only 
college students. 

Mr. Macy. Yes; we have one for high schools, and we have a gen- 
eral one entitled “Working for the United States,’ which specifies 
how to go about it. 

PLACEMENT PROCEDURE 


Senator Macnuson. I never quite understood this. I just ask for 
information. Suppose a girl, say, out of high school, a stenographer, 
takes an examination. She passes the examination along with sev- 
eral others. She is put ona roll? 

Mr. Macy. She is put on a register. 

Senator Macnuson. And how long does that name stay on the 
register ? 

Mr. Macy. It will depend a great deal on the activity in that reg- 
ister. How many demands are made. 

Senator Macnuson. Well, I do not mean she would stay on there 
until she got employed, but supposing there were no openings. How 
long would that register be kept ? 

Mr. Macy. Well, in most places today we have what we call an open 
continuous examination for typists. 

Senator Macnuson. And she would come in turn, in priority, as she 
took the examination ? 
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Mr. Macy. In most parts of the country, she would go to work rather 
quickly. 


ABSENCE OF AGE LIMITATION 


Senator Magnuson. Now, do you have any age limit? 

Mr. Macy. No age limit, sir. The appropriation language precludes 
the Commission establishing any age limits. 

Senator Magnuson. And you are adhering to that policy? 

Mr. Macy. We are definitely adhering to that policy. 

Senator Magnuson. But I suppose in the examinations, the very 
nature of some of the work, the applicant putting down his age would 
be a determining factor in his employment. 

Mr. Macy. Well, no, it would be his physical capacity to perform 
the work. There would be no stated prohibition based on age. 

Senator Magnuson. The age alone would not be a factor to bar him, 
but his or her age may be a factor in the overall consideration of the 
job. 

Mr. Macy. Thatisright. Inthe actual selection. 

Senator Magnuson. Because Congress has been specific about an 
age liimtations on civil service applicants; like some industry that will, 
let us say, cut you off, or they won't take your application after you 
reach a certain age. But that is not true. 

Mr. Macy. That is not true. In fact, I think the Government’s rec- 
ord on the employment of older persons is very good. 

Senator Magnuson. Because I think there would be a lot of places 
they could fill. 

Mr. Macy. Indeed so. 

Senator Magnuson. Any further questions ? 

Thank you. 

Mr. Macy. Thank you, sir. 

Senator Magnuson. And we hope next time you come up you will 
have a commission. 

Mr. Macy. Thank you, sir; we appreciate any action the Senate can 
take. 


NarionaL Apvisory COMMITTEE FOR AERONAUTICS 


STATEMENTS OF DR. JAMES H. DOOLITTLE, CHAIRMAN; DR. HUGH 
L. DRYDEN, DIRECTOR; DR. JOHN F. VICTORY, EXECUTIVE SECRE- 
TARY; AND RALPH E. ULMER, BUDGET OFFICER 


LETTER TO COMMITTEE 


Senator Magnuson. The National Advisory Committee for Aero- 
nautics we will take up next. 

General Doolittle? We will be glad to hear from you, General. 

You have sent a letter to the committee, which we will place in the 
record in full. 
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(The letter referred to follows :) 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS, 
WASHINGTON, D.C., March 21, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1958, United States Senate, Washington, D. C. 


Dear SENATOR MAGNUSON: In response to your letter of March 15, I respect- 
fully submit on behalf of the National Advisory Committee for Aeronautics the 
attached statement of changes required in the public interest in the NACA ap- 
propriation items presently carried in the pending independent offices appro- 
priation bill for the fiscal year 1958. 

I would appreciate the opportunity of a hearing before your committee to 
present the facts that support these recommendations. 

Very truly yours, 
J.H. Doonirrre, Chairman. 


NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 


CHANGES RECOMMENDED IN NACA ITEMS IN THE INDEPENDENT OFFICES APPRO- 
PRIATION BILL, 1958, AS REPORTED TO THE House Marcu 15, 1957 


SALARIES AND EXPENSES 
Recommended Change 


Page 19, line 4, after the word “contracts” insert “for the making of special 
investigations and reports and”. 


Summary 


This change proposes restoration of appropriation language to permit the 
NACA to continue its 40-year program of research contracts with educational 
and scientific institutions and with the Bureau of Standards. This language has 
been carried in the appropriation bill for the past 30 years. The House report 
does not explain the deletion of this language, but the following letter dated 
March 20, 1957, was received from the chairman, Subcommittee on Independent 
Offices Appropriations of the House: 

“Dear Dr. DRYDEN: In recommending a $71 million appropriation for salaries 
and expenses for the National Advisory Committee for Aeronautics in 1958, the 
committee has denied funds for all research contracts with educational and 
Scientific institutions and also the payment to the National Bureau of Stand- 
ards. The Budget contains $770,000 and $200,000 for such purposes, respectively. 
ee“@he first job of the NACA is to direct and conduct research and experiment 
in aeronauties in its laboratories, and as far as the committee can see at this time 
it is of the ppinion that such outside research contracts can be cut out indefinitely. 

“Sincerely yours, 
“(Signed) ALBert THOMAS, 
“Chairman, Subcommittee on Independent Offices Appropriations.” 


SUH 


be zuadpst t NACA contract research program (approximately $970,000 per 
aie integral part of the NACA research effort. The NACA has found it 
advantageous and economical to carry out a part of its research program by 
contracts negotiated with institutions having either scientists of outstanding 
ability not otherwise available to the NACA or specialized research facilities. 
Contract studies are related to the overall program in a manner similar to the 
integration of the various NACA laboratory programs. Reports of the usefal 
xesults of spmisored research are prepared to meet the same high standards as 
other NACA reports, and are given the same distribution to insure maximum use- 
5; pila bility of the information. 
e RAGA fn iders its contract research program of vital importance in its 
wh ORS be féviding new ideas through basic research. Restoration of the 
language as proposed above is requested to permit the NACA to continue this 
important function. 


Recommended change 
Page 19, line 5, strike out “$380,000” and insert in lieu thereof ‘$425,000”. 
Summary 


The House action denies “all increases in travel over last year.” The NACA’s 
increased travel requirements for 1958 result primarily from the need for (1) 
additional committee and subcommittee meetings; (2) additional research co- 
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ordination between NACA laboratories, with the aircraft and engine industry, 
and with other Government agencies; and (3) an expanded program of auditing 
field administrative activities. The justifications for these increased needs were 
carefully detailed in our budget submission to the House. They do not result from 
“the higher the per diem, the more travel” as implied in the House report. 

Over 40 percent of the NACA’s travel budget ($175,000) is required for meet- 
ings of technical committees and subcommittees. In carrying out effectively its 
function of coordinating aeronautical research, the NACA is assisted by a group 
of approximately 30 technical committees and subcommittees. The members of 
these committees (a total of approximately 445 individuals) are specially quali- 
fied technical personnel from the Department of Defense and other Government 
agencies concerned with aviation, from the aircraft and air-transport industries, 
and from scientific and educational institutions; they are experts in all branches 
of the aeronautical sciences. Their services are made available to the Govern- 
ment through the unique form of NACA organization without any direct form of 
compensation being paid by the Government; the Government merely pays their 
travel expenses. 

The balance of the NACA’s travel budget ($250,000) is considered to be a 
modest budget in view of the agency’s research and management responsibilities 
in effectively and efficiently operating a $400 million plant consisting of a head- 
quarters office, 3 major research laboratories, 2 remotely located flight stations 
and 2 coordination offices. 

The $425,000 contained in the President’s budget for NACA travel is considered 
a minimum travel budget and restoration of this amount to the bill is proposed 
by this recommended change. 





Recommended change 


Page 19, line 6, after the word “aircraft ;” insert “purchase of eleven passen- 
ger motor vehicles of which ten shall be for replacement ;”. 


Summary 


The House action denies all requests for additional and for replacement auto- 
mobiles and urges each agency of the Government to use the GSA motor pools 
located throughout the United States for meeting necessary automotive needs. 

The NACA already makes maximum use of GSA motor pools where available 
to its activities (NACA Headquarters, Washington, D. C.). GSA motor pools are 
not available to the NACA Langley and Ames Laboratories or to the two NACA 
research stations. A GSA motor pool is available in Cleveland, Ohio, but its 
distance from the Lewis Laboratory makes its use impractical. 

Restoration of the appropriation language as recommended by this change 
will permit the replacement of 10 existing vehicles which qualify for replacement 
under approved GSA standards and the procurement of 1 new vehicle to provide 
transportation between the site of the NACA research reactor at Sandusky, 
Ohio, and its parent laboratory at Cleveland, Ohio. 


Recommended change 
Page 19, line 11, strike out “$71,000,000” and insert in lieu thereof “$76,800,000.” 


Summary 


eee" TG Sa meaner oan neaaana ns oiae emma ean anita 
Reductions by House: Lump-sum reduction___--_-----____--___-_~ 
Appropriation recommended by House___------_------------- 

Restoration requested by NACA _-__._.-..-._..-..4.--.- $56: keensa bode 5 


76, 800, 000 


The House action appears to be designed to level off the NACA at its currently 
authorized strength. This action is not consistent with the NACA’s increasing 
responsibilities to the success of the Nation’s military aircraft program. 

The House denies all funds for the employment of 765 additional employees to 
(1) restore position losses due to salary adjustments above minimum steps; 
(2) staff new facilities coming into operation during the budget year; and (3) 
permit a modest acceleration of research effort. This action therefore has the 
effect of leveling off the NACA at its currently authorized strength of 8,235 em- 
ployees. This level is 344 positions below the original level of 8,579 authorized 
for 1957 before it became necessary to cut positions to meet salary adjustments 
above minimum steps. 


Appropriation recommended by NACA_-_-----------___-__--- 
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The House action also denies funds for electric power for the full-year 
operation of newly completed and recently modernized research facilities, as 
well as funds for equipment to modernize recording and data processing proce- 
dures so urgently required in speeding up the availability, in useful form, of the 
scientific data produced by the NACA. 

The NACA agrees that “sheer numbers do not add efficiency or necessarily re- 
sult in research progress.” The NACA budget, however, was not made up by 
adding “sheer numbers.” It recommends the minimum increase necessary for 
7 effective utilization of previously approved and recently completed research 

acilities, 

Our future national security depends in large measure on ideas obtained 
through research and development—research to furnish new ideas, and the ap- 
plication of those new ideas to military requirements to provide superior air- 
power. The NACA is the primary agency doing this work. We must have both 
the tools and the staff to effectively use these tools. The restoration of the 
House cut of $5,800,000 is urgently required for this purpose. 















CONSTRUCTION AND EQUIPMENT 
Recommended change 


Page 19, line 15, strike out “$36,000,000” and insert in lieu thereof “$41,484,000.” 





Summary 


TID oii eecceer ne niahixtnniniteniae batntatiiddet ba $44, 700, 000 
Deferred financing 









INI ie cl a le ie ee ne meena 
Reductions by House: Lump-sum reduction 


































Appropriation recommended by House 
iestoratien reqnestel by NAOA 5nd ke 





Appropriation recommended by NACA--_-------------.-___-_ 41, 484, 000 


The NACA requests restoration of the $5,484,000 reduction made by the House 
in the NACA’s 1958 construction program. 

The House report contains the following statment: 

“In 1950 the NACA submitted a 7-year construction program and the com- 
mittee was advised that a very substantial saving could be effected if funds were 
provided at one time to complete the program. The committee did so and very 
substantial savings were realized. This year the NACA is submitting a $44,- 
700,000 program that will require several years to complete for which $41,- 
484,000 to complete is requested in this year’s budget. The committee is pro- 
viding $36 million to complete the entire program and again expects substantial 
savings to result from its action.” 

The House report reflects a serious misunderstanding of the manner in which 
NACA construction estimates are prepared. The saving in the 1950 program 
was not a saving in the sense implied by the House report. In the 1950 program, 
the NACA was directed by action of the Congress to limit its construction of 
new wind tunnels (unitary plan) to the sum of $75 million. The NACA’s pro- 
gram totaled $101 million. Several facilities were cut from the program and 
the technical capabilities of the remaining facilies had to be reduced to live 
within the $75 million limitation. 

Similarly, the NACA’s 1958 program totaling $44.7 million simply cannot be 
completed for $36 million. The projects do not contain frills and the estimates 
are not inflated. The projects are designed to provide the required technical 
capabilities at the lowest cost consistent with sound construction practices. 
The House action would, therefore, require facilities totaling $8.7 million to be 
cut from the approved 1958 program. This action is not consistent with the 
NACA’s responsibility for providing new facilities for research in the hypersonic 
speed range and for continually modernizing existing facilities to meet changing 
research needs. Full restoration of the House cut is requested. 








BUDGET ESTIMATES 






Senator Magnuson. I understand you have a short statement that 
you want to make to the committee. But before you do that, let me 
get the exact figures here. 
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For the National Advisory Committee for Aeronautics, the appro- 
priation for salaries and expenses for this fiscal year, 1957, was 
$64,176,500. The budget estimate for next year, 1958, is $76,800,000 
which includes a retirement fund contribution of about $3 million. 
The House recommended $70 million, which is a plus $5,823,500 but 
a minus $6,800,000 from the budget estimate, and the Advisory Com- 
mittee is asking for a restoration in salaries and expenses of $6,800,000. 
And then on construction and equipment, the appropriation for 1957 
was $14 million. The budget estimate for this year is $41,484,000, and 
the House recommended $35 million, which is plus $21 million, still 
minus $6,484,000 from the 1958 estimate, and the NACA, through 
General Doolittle, is asking for the restoration of $6,484,000. 





SALARIES AND EXPENSES 


MAINTENANCE FUNDS 


Senator SatronsTauy. May I ask if the $6,800,000 in maintenance 
funds, or salaries and expenses, includes the $3,128,000 for the retire- 
ment fund? Or isit in addition to the retirement fund ? 

Senator Magnuson. It includes it, in my understanding; is that 
correct ¢ 

Mr. Umer. The restoration of $6.8 million we are requesting does 
not include money for the retirement fund. 

Senator Magnuson. All the agencies this year have included that 
amounts for retirement contributions in their budgets. Instead of ap- 
propriating a lump sum—we have had this controversy for some many 
years—we are now under the 614 percent contribution actually ap- 
propriating every year what each agency needs for that purpose. 

Mr. Utmer. That is right. 

Senator SALronstaLi. You are asking, then, General Doolittle, for 
restoration of $3,700,000, approximately, in the salaries and expenses 
over and above your fixed expense of your retirement fund. 

Dr. Drypen. $6.8 million, sir. The $3 million for the retirement 
fund has to be paid regardless of what the final appropriation is. 

Senator SALronsTALL. You are asking fo $6,800,000 over and above 
your fixed retirement payment of $3,100,000 ? 

Dr. Drypen. Yes: we will have to pay that retirement payment re- 
gardless of the final amount. 

Senator Satronsrauu. I understand that. 

Senator Magnuson. What we are trying to establish is that in the 
salaries and expense amount, the $6,800,000 you are asking for restora- 
tion includes a fixed amount of $3,128,000 that you must pay under the 
retirement fund. 

Dr. Drypen. No; it is in the $76,800,000 President’s budget but not 
in the $6,800,000 cut by the House. 

Senator Eittenver. Why take it all out of that? The $3,128,000 is 
included in the $76,800,000: is that right ? 

Mr. Umer. Perhaps I can explain it, Senator Ellender. The $3 
million figure is included in both amounts. It is included in the 
$76,800,000 that was in the President’s budget and is also included in 
the $70 million House allowance. 


90699—57—_—6 
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Senator Ex. LENDER. The $6,800,000 cut could be on something else? 
Mr. Umer. It is entirely on something else, because the $3 million 


must be paid out of the $70 million proposed by the House if that be- 
comes our final figure. 


Senator Extenper. And I presume your $3,128,000 is based on the 
figure you are asking for, that is, the $76,800,000, the number of em- 


ployees, that is, that you would be able to hire if you obtained the 
entire $76,800,000. 


Mr. Utmer. Yes. 

Senator Magnuson. It is included in all amounts. 

All right, General, we will be glad to hear from you. 

General Doourrrie. I have a prepared statement, Mr. Chairman, 
but I would prefer to talk from some notes, here. I made these notes 
in order to assure continuity to my few words and to save your time. 


PREPARED STATEMENT 


Senator Magnuson. We will put your prepared statement in the 
record in full. 


General Dootrrrie. Thank you, sir. 
(The statment referred to follows:) 


STATEMENT OF Dr. JaMesS H. DOooLitTrLeE, CHAIRMAN, NATIONAL ADVISORY 
COMMITTEE FOR AERONAUTICS 


I appreciate the opportunity of appearing before you to present the facts that 
support the recommendations of the Executive Committee of the National Ad- 
visory Committee for Aeronautics for changes in the NACA appropriation items 
in the pending independent offices appropriation bill for the fiscal year 1958. 

This is my first appearance before you as Chairman of NACA, although I 
have been a member for 8% years. In private life I am a vice president of 
Shell Oil Co. I have long been associated with areonautics, particularly with 
military aeronautics as pilot and as a commander of military operations in war- 
time. I still hold a Reserve commission in the United States Air Force and I 
am Chairman of the Air Force Scientific Advisory Board. I have had unusual 
opportunities to observe all aspects of military aeronautics, from research and 
development to combat operations. 

It is my firm conviction that the expenditure of the sum in question ($11,284,- 
000) will result in savings of many times this sum in the multibillion dollar pro- 
gram of procurement of aircraft and missiles. Every project for a new airplane 
or missile passes through three stages; namely, research, prototype development, 
and production. The relative costs rise sharply as the project advances. Each 
dollar spent in laying a firm foundation of research knowledge and in solving 
problems in the wind tunnel saves hundreds and in many cases thousands of 
dollars in the later development and production stages, and greatly shortens the 
time scale for overall development. 

Our competitor is making an all-out effort to surpass us. Her scientific man- 
power and her stockpile of airplanes probably exceed our own. Her technology 
has made great strides. I believe that the quality of our weapons taken as a 
whole is ahead, but the gap is rapidly closing. 

Our security depends on the quality of our airplanes and missiles, and on our 
possession of a sufficient number of superior weapons. It is the task of the 
aeronautical laboratories both to provide new ideas leading to superior perform- 
ance and to prove in advance the soundness of the designs we choose for de- 
velopment and production. Research money is the seed money of the new crop 
of weapons. When overall budget considerations require a limitation in the 
number of weapons produced, I believe that prudence dictates not only the 
maintenance of the level of research but also the investment of the small addi- 
tional expenditures necessary to improve the quality of the seed continuously. 


Then when the need arises to produce in large numbers, the weapons produced 
will be of superior quality. 
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In order to meet its responsibility for research to furnish new ideas and to 
apply these new ideas to current military designs in cooperation with industry, 
the NACA needs to effectively use its previously approved and recently com- 
pleted research facilities on the many difficult technical problems associated wtih 
advancing the frontiers of speed, altitude, and range. We needed a staff of about 
2,000 scientists and engineers and the necessary technicians and skilled crafts- 
men to support their creative work. We need large amounts of electric power 
for the full year operation of newly completely and recently modernized re- 
search facilities. We need to modernize recording and data processifig proce- 
dures so urgently required to speed up the availability of the data. In short, 
we need the full amount of $76,800,000 included in our estimates to the Congress. 

We request restoration of the $5,484,000 reduction made by the House in the 
NACA’s 1958 construction program. The House report expects the NACA to 
build $44,700,000 worth of facilities for $36 million. This simply cannot be done. 
The projects are designed to provide the required technical facilities at the lowest 
cost consistent with sound construction practices, without frills. The estimates 
are based on several thousand man-hours of effort by experienced engineers on 
our staff and are not inflated. The House action would require the postpone- 
ment of facilities urgently needed for research in the hypersonic speed range and 
for the modernization of existing facilities to meet changing’ research needs. 

We request the replacement in the bill of the authority carried in the appropri- 
ation bill for the last 30 years “for the making of [contracts for] special investi- 
gations and reports.” This deletion was made without comment in the House 
report, but the NACA has since received a letter from the chairman of the House 
subcommittee stating that the committee has denied funds for all research con- 
tracts with educational and scientific institutions ($770,000) and also the pay- 
ment to the National Bureau of Standards ($200,000). The letter also states 
that ‘as far as the committee can see at this time it is of the opinion that such 
outside research contracts can be cut out indefinitely.” 

The NACA has found it advantageous and economical to carry out a part of 
its research program by contracts negotiated with institutions having either 
scientists of outstanding ability not otherwise available to the NACA or special- 
ized research facilities. The NACA considers its contract research program of 
vital importance in its overall role of providing new ideas through basic research. 

This matter was discussed at some length at the meeting of the NACA Execu- 
tive Committee on March 15. It was agreed that sponsorship of research con- 
tracts not only yields valuable research information required by NACA to com- 
plete and supplement its own program, but also, as byproducts, tends to give a 
more useful direction to the fundamental research at educational institutions, 
and aids in the education of engineers and scientists, some of whom may join 
the NACA staff. 

Finally, we request the restoration of the cut in the travel estimates and the 
denial of authority to replace passenger motor vehicles due for replacement under 
approved GSA standards. 

Over 40 percent of NACA’s travel budget ($175,000) is required for meetings 
of technical Committees and subcommittees consisting of some 445 leading ex- 
perts in all branches of the aeronautical sciences. Their services are made avail- 
able to the Government without any direct form of compensation by the Govern- 
ment; the Government merely pays their travel expenses. 

The balance of the NACA’s travel budget ($250,000) is considered modest in 
view of the agency’s research and management responsibilities in effectively 
and efficiently operating a $400 million plant, consisting of a headquarters office 
in Washington, 3 major research laboratories in Virginia, Ohio, and California, 
2 remotely located flight stations, and 2 coordination offices. 

Mr. Chairman, we entered the supersonic age of flight in October 1947, with 
the flight of the Bell X—1 airplane by their Capt. Charles Yeager. The research 
laboratory has already entered the hypersonic age leading to the intercontinental 
ballistic missile, and eventually to very high speed circumglobal boost glide 
manned vehicles and to satellite or orbital flight around the earth. To avoid tre- 
mendous waste in the development and production stage, research must be ade- 
quately supported now. 


YENERAL STATEMENT 


General Doorrrrie. I appreciate very much the opportunity to ap- 
tee before you as Chairman, for the first time, of the NACA, Ihave 
een Chairman now for about 6 months, although a member for 814 
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years. I am also Chairman of the Air Force Scientific Advisory 
Board and a member of the Defense Science Board and a member of 
the President’s Board on Foreign Intelligence and Chairman of Gov- 
ernor Stassen’s Board on Air Reconnaissance. I am a member of the 
Reserve, with mobilization assignment to the Strategic Air Force, and 
a vice president and director of the Shell Oil Co. I have been 40 years, 
this year, in aviation on the civilian side and on the military side, and 
have seen some combat. 

Senator Magnuson. I might say, diverting there, the first time I 
saw the general was through a pair of glasses aboard a flatop off 
Tokyo, fooling around with aviation. 

General Doorrrrie. I mention this, Mr. Chairman, in order to indi- 
cate that I have some knowledge of national affairs, international 
affairs, airpower in action, and the importance of quality in our air 
weapons, and the importance of research, timely and adequate re- 
search, to assure that quality. 

The modern airplane, missile, nuclear weapons, have changed the 
concepts of war and possibly the course of history. The new deter- 
minant is the ability to concentrate firepower in time and space. 


HIROSHIMA DIARY 


Incidentally, I have just finished reading the Hiroshima Diary, a 
story written by a doctor who was at Hiroshima at the edge of the 
blast at the time the bomb was dropped there. It is a most interesting 
story and gives you a tremendous impression of this new concept of 
concentration of firepower in time and space. Because if you will re- 
member, that was about a 20-kiloton weapon, now considered a very 


small weapon. A more than 20-megaton weapon with 1,000 times 
that destructive capacity is presently available. 

So this new concept of destruction, of the concentration of fire- 
power in time and space, is the new thing in weapons. 

The Soviets are in their sixth 5-year program, a program of indus- 
trialization, militarization—-they have more aircraft than we—and 
education. And we have not realized until recently the importance of 
their program of education. In that program they last year turned 
out more than twice as many scientists and more than twice as many 
engineers as we. 

Senator Exienper. Are they as good as ours, General ? 

General Dooxirrie. Some of them are excellent. Whether they are 
as good on the average, I am not competent to say, but some of them are 
excellent, and the effect on their technology of these people, together 
with their espionage system, and together with the information they 
got from the Germans, has been to develop a very fine technology. 


RUSSIAN AIR STRENGTH 

Senator E:ttenper. Now, you stated that the Russians had more 
airplanes than we have. How do you know that ? 

General Doortrrir. That is the result of the best intelligence that 
we have, sir. 

Senator Evtenprr. And how do their airplanes compare with ours? 
Do you know? 

General Doorrrrir. As far as bombers are concerned, we have had 
better bombers and still have. 
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ERROR IN BISON BOMBER ESTIMATES 


Senator K.Lenper. I noticed the error that was made in our esti- 
mate last year of the Bison bombers. As a result of a miscalculation 
from intelligence, we proceeded to give a billion dollars more than was 
asked, and it now turns out the Russians do not have the number of 
Bisons that we thought they would have. You are familiar with that, 
are you not? 

General Doo.irrie. There have been a certain number of Bisons 
and a certain number of Badgers seen by our observers, our authorized 
observers, behind the lron Curtain; that is, largely our air, military, 
and naval attachés. So we have some indication of what they have. 
General Twining and his group were permitted to go through a fac- 
tory. They were given no information on guided missiles, but they 
were able to come back with probably no new information but with 
a much better confirmation of the information that we thought we 
had than was available before. And, to answer your question speci- 
fically, during the Korean affair the Migs were not able to combat 
successfully w vith our F867 s, the reason being that the F-86 had bet- 
ter fighter power, it had better sights, and it had better manueve ‘ability 
and more speed. The Mig had the advantage of higher altitude, higher 
rate of climb, and quicker acceleration, Since that time, they have 
learned a great deal, as have we. 

Senator Exnenver. I wish there was some way to get more informa- 
tion on the Russian capability. 


RUSSIAN MIG FIGHTERS 


General Doorrrrie. Senator, we had very good information during 
the Korean war. We brought back two wrec cked Migs, and our aero- 
nautical engineers, and particularly our engine SER went over them 
very carefully and made an estimate of perfor mance. During the war, 
just at the tail end of the war, we got a Mig, and we flew that Mig— 
our pilots flying the Mig, our pilots flying the F-86, in combat—and 
then the pilots ‘would switch and each fly “the other. So at that time 
we had a very good estimate of the performance, the characteristics, 
of the Russian fighter and of their advantages and their limitations. 
Since that time our information is more speculative. But until re- 
cently they had no large jet bombers, and we had the B~47 in relatively 
large number. So I would say that technologically they have beat 
almost any schedule that we have anticipated they might make. 

Senator Ex.enver. Well, when you say “beat the schedule,” you do 
not mean in number, do you ¢ 

General Doorrrrie. I mean in the time available. If we go back 
to the A—bomb, our best estimate was that they would have it about 
© years after they got it. If we go back to the H-bomb, the same thing 
stato’. We didn’t think they could have it until 2 years after they 
proved they had it. 

Their espionage system is part of their strength. 

Senator ELLENDeER. It is not due to their own ability. 

General Doorrrrie. In part it is. There are three things that have 
given them an advantage. One is the excellence of their own scientists ; 
two, the information they got from the Germans; and three, their very 
excellent information-accumulating service, part of which is through 
espionage. 
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RUSSIAN COMMERCIAL PLANES 


Senator Exrenper. Are you.familiar. with the planes they use to 
travel about in, in Russia; that is, the commercial planes ? 

General Dootirrie. I personally ¢ 

Senator ELLenper. Yes. 

General Dootrrrie. I am persona non grata in Russia. I have never 
been in Russia. 

Senator E.itenper. The reason I ask: I spent 3144 weeks oe last 
year in Russia and about 10 days the year before. Of course, I did 
not see any of their plane factories, but personally I was very much 
disappointed in their productive capacity. I just thought that they 
were almost equal to us, from the information that I obtained before 
I went there. It was very disappointing. And I really believe and 
honestly believe that we are getting much “bum” information, intelli- 
gence. I think that ought to be looked into before we proceed to ex- 
pand as we are and spend all the money we are spending. That wa 
part of my report when I came back from my visit. And, if you w ould 
care to see my report, I will make a copy available to you. 

General Doorrrrie. I would like to see it, sir. I told you, I ama 
member of the President’s Committee on Foreign Intelligence, and do 
have access to all of the information that we have on Russia’s equip- 
ment. I can only say that we would like to have more information. 
We would like to have more accurate information. But I would not 
write off the information that we have as being wholly inaccurate. 


RESTORATION OF ABOLISHED POSITIONS REQUESTED 


Senator Sartonstaty. Mr. Chairman ? 

Do I understand, General Doolittle, that, in substance, you are ask- 
ing us to restore 136 positions to staff new facilities, 344 positions which 
were cut off in the adjusting of wages last year, a certain amount of 
electric power and equipment, 285 positions for an acceleration of re- 
search effort, and on construction, $6,484,000 ? 

General Doorrrrie. That is correct. 

Senator Sauronstatu. Those are the general areas in which you are 
asking money ¢ 

General Doorrrrix. Yes, sir. I feel, to answer Senator Ellender, 
that we are still ahead of the Russians technologically. I feel, how- 
ever, that there is no room for complacency, and that they are rapidly 

catching up. My feeling is that the Russians are not 10 feet high, but 
they aren’t 4 feet high, either. They are a good 6 feet high. And 
we have to do our best to maintain our position. 

Senator Eiienper. I am not arguing that with you, General, at all. 
I think we ought to keep on developing this research. I am for that. 
But it strikes me that we have overestimated the capability of the Rus- 
sians. And I believe this, also, that a good many of our allies are 
using this approach that, “The Russian bear is after us, and you come 
on and help us; otherwise he is going to catch up with us.” And, 
through that, this foreign-aid program has been snbweeliiing 

General Doorrrrie. My thesis is that our best efforts are required to 
keep ahead of the Russians. We hope that a deterrent force will be 
enough, but, if it is not, then it has to be a force that will do the job. 
It depends on better weapons today, and it depends on better weapons 
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tomorrow. This can only come through timely and adequate research 
and development to get greater basic knowledge. And I dislike very 
much to use the word “stockpile,” except in connection with a “stock- 
pile” of ideas.: We have to have that. Particularly, if we cut down 
the strength of our Military Establishment in being we have to have 
ideas that will permit us in the future to catch up quickly. 

I feel we can effect great savings by stopping the development or 
production of a weapon system that does not show great promise. I 
feel that that is quite as important as to give advice on which are the 
good ones, that is, to avoid waste on bad ones. 

Senator ELLenper. Well General, how much of the experimental 
work and these new ideas are developed by the National Adviso 
Committee? In other words, I was of the impression that a good 
deal of this experimental work is offered from various sources to the 
Government, and then a good deal of money is spent to develop it, and 
if it is good, good and well. If it is not, it is our loss. 

General Doo.rrrie. Can I back up just a little, Senator, and say 
that the development of a weapons’ system proceeds in three primary 
steps. One is the research, the acquisition of basic knowledge, to see 
whether it is sound to go ahead with, what the chances are, and make it 
good. ‘Two is the developmental phase, and that is in really two 
parts. There is the initial development and then the prototype de- 
velopment. Three is production. And your curve goes like that 
[indicating]. 

The research costs relatively little, the development costs much 
more, and the production costs a great deal. What NACA is doing 
is functioning as one of the primary agencies that makes that research 
available. Research ideas also come from industry, and from the 
military services. 

Senator ELLeNpEeR. You make the selection ? 

General Dootirrie. Much of our work is given to us by the military 
to do in their behalf. Now, we also do a very little developmental 
work, but our work is primarily research. 

We are planting the seed corn. 

Senator ExLLenper. You take ideas, not only the ideas from your 
own organization, but from other organizations, is that it? 

General Doonirrie. Yes. 

Senator ELtenper. And say whether or not those ideas are good or 
bad? 

General Doorrrrie. That is correct. 

Senator Magnuson. You initiate some work and you are given some 
projects to look at and experiment with. 

General Dootirritr. That is one of the things that happens with re- 
search. You start down one line and you frequently find that it leads 
to something very important in another direction. 

Senator E.ttenper. How much of the work is really initiated by 
vour group ? 

General Doorrrrtr. Could you answer that question, Dr. Dryden? 

Dr. Dryven. It is a little hard to give exact percentages because our 
research programs come primarily from our advisory subcommittees 
that have on them military people, industry people, and university peo- 
ple, in addition to members of our own staff. ; 

The research phase is initiated mainly through this mechanism. 
As we get to applied research, particularly in work in connection with 
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specific airplane projects, projects come to us from the military 
services, 

Senator ELLenper. The research has been done ? 

Dr. Dryven. The research has been largely done, but there is a lot 
of applied research to work out the application to the specific case. 
If there were time, I could tell you of many specific eases. 


AMOUNT OF RESEARCH INITIATED 


Senator E,tenper. What I was interested in finding out is the 
amount of this research that you, yourself, can initiate, that you, your- 
self, do, that is done by our own people, the people that we pay to do 
this. 

In other words, my understanding is that a good deal of it comes 
from the outside and is presented to the people in your committee and 
you work from there. 

Dr. Drypen. It depends on the field. We are primarily active in 
everything to do with aerodynamics, with the structure of the airplane 
or missile and with its powerplant. 

We do not work on ordnance, electronics, or aeromedicine. 


ASSISTANCE TO PRIVATE INVENTORS 


Senator Exrenper. What do you have to do in a case like this: 

Suppose I should have an idea that a certain gadget would improve 
the speed of a plane. Now, I have no money to try it, to build this 
gadget. What have you to say about getting the Government to build 
it at our expense to try to find out whether that gadget that I say 
will work is going to work ? 

Dr. Drypen. There are various possibilities. 

We are forbidden by the rules under which we operate to assist 
people in promoting inventions as such. 

Senator Ettenper. Does that hold true with our Armed Forces? 

Dr. Drypven. If it is the advancement of a private invention as such, 
for the benefit of an individual or company, our rules would not permit 
us to—— 

Senator Ettenver. When you say “our rules,” you mean the Na- 
tional Advisory Committee for Aeronautics? 

Dr. Drypen. Yes. Our rules as approved by the President. 

Senator Ettenper. The reason I am asking this is I understand—I 
got some information that I expect to bring up before the armed 
services—that a good deal of the building and the development of 
some of these ideas, to put them in a way that they can operate, is done 
and paid for by our Government and very little of these ideas originate 
with our own people. 

Dr. Drypen. I don’t think this is true. It is true that the develop- 
ment of ideas is supported by contracts with the military services. 
They do contract for development projects. 

Senator Eirtenper. You do not do that ? 

Dr. Drypex. We are not concerned with developing specific aircraft 
or missiles. We are concerned with information which is applicable 
to airplanes and missiles of any type. 

We would try to help you or your man if his problem seemed to be 
of general interest, and we might include it in our program. 
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General Doorirrie, Let me answer that question this way : 

We initiate some projects starting out from scratch. Some other 
projects are more or less self- initiating as a result of work we do. 
Certain research projects open up new vistas like those generated with- 
in the NACA itself. 

In addition to that, we receive requests from the Army, Navy, Air 
Force and from the aircraft manufacturers which are put on a priority 
basis and handled insofar as our facilities and personnel permit us to 
handle them. 

In addition to that, we continuously get letters from people with 
ideas. If those ideas, as Dr. Drvden said, are for the purpose of 
advancing this chap’s patented idea, we are not permitted to deal 
with it. 

If, however, this is an idea that would be of value to the Govern- 
ment and he turns it over to the Government, then we would certainly 
analyze it and if it seemed sound to us, we would go ahead and, as you 
said, it might make an airplane go faster. 

One of the principal things we do is to put out fires for military 
services. They will get a piece of equipment which will not function 
properly. One of our principal functions is to assist in “debugging” 
that equipment in order to enhance its military capability. 

In addition to that, we do a very small amount of developmental 
work which is just to make sure that the research carries on. We do 
not get. deeply into developmental work because that begins to cost a 
great deal of money. 

The military services themselves do almost all the development and 
almost all of the test evaluation work. 

Senator Macnuson. Then a further factor, there have been cases 
in the work of the NACA where their own employees have run onto 
something that leads to another thing. In those cases, the Govern- 
ment employees’ work is available to the Government. 

There have been a lot of such cases. 

Senator Eitenper. That is what I had in mind in asking about what 
was initiated. 

Dr. Drypen. One recently won the Collier trovhy. 

Senator Satronstatu. Might I ask one question, Mr. Chairman ? 

Senator Macnuson. Yes. 


CONSTRUCTION 
HOUSE ACTION 


Senator SatrsonTALu. General Doolittle, vou have this construction 
budget of $44.700,000. The House cut you down to $35 million. You 
need $41,484,000. 

General Dooutrrir. That is correct. 

Senator Sanronstatu. If you do not get that $6.5 million, are you 
going to go ahead on what the House gave you to construct this or 
are you going to stop all construction this year? 

General Doorrrrtr. We will do the best we can with what we have, 
but it will mean that some modifications in existing equipment. in 
order to meet. new requirements, will not be made. It will mean that 
some projects will be cut from the program. It will penalize us in 
doing a proper joh in the hypersonic ‘ield which is extremely impor- 
tant ‘at this time. 
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Dr. Drypen. We will have to remove some projects from the list. 

Senator SaLronstatu. You will go ahead and build the tunnel, 
but you will not put in all the gadgets you think are necessary ? 

Dr. Drypen. No, sir. We actually will not build the tunnel. 

Senator Macnuson. First of all, does the request include any new 
projects, construction projects? 

Dr. Drypen. The whole $41 million, sir, is new projects, plus modi- 
fications of existing ones. 


AUTHORIZING LEGISLATION PENDING 


Senator Sauronstatu. This was authorized last year? 

Dr. Drypen. No, this has not yet been authorized. 

Senator SatTonsTa.u, This is the first time the money is in? 

Dr. Drypen. The authorization is before the House now, sir: it has 
been favorably reported by the House Armed Services Committee in 
H. R. 3377. 

Senator Sauronstau. But this is the first time money is in for this 
project ? 

Dr. Drypen. That is correct. 

Senator Satronstatu. The House cut you about $6.5 million? 

Dr. Drypen. Yes, they said they expect us to finish the whole pro- 
gram within the reduced sum. 

Senator SatronstTaLt. My question was, would you do any? 

Your answer was that you would do what you could with the money, 
but you would leave out what in your opinion are some of the most 
important projects in it. 

Dr. Dryven. Yes, sir. 

General Doorrrrix. We would not leave out the most important 
projects. We would put in what we consider the most important, but 
we would have to leave out other projects that we also consider to be 
very important. 

Senator Macnuson. And some modifications of the existing facili- 
ties ? 

General Dootrrrie. That is right. 

Dr. Drypen. I should make clear we operate by completing our 
projects within the appropriation provided. 

In other words, we do not use contract authority, or begin on a 
project one year and get more money to complete it next year. Each 
year’s program contains the necessary funds to complete all the 
projects that make up the program. 

The difference between the $44,700,000 program and the $41,484,000 
budget request represents two projects for which we are deferring an 
appropriation request at the direction of the Bureau of the Budget. 


TOTAL VACANCIES 


Senator Dirksen. How may vacancies do you have now ? 

Mr. Uraer. We have aproximately 400. 

Senator Dirksen. What are their classifications? 

Mr. Umer. About 125 are what we call research professional em- 
ployees, and about 160 to 180 are wage board employees, craftsmen, 
mechanics, and toolmakers. The balance are supporting technicians, 
draftsmen, computers, and so forth. 
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We are building up our staff now and plan to put these 400 people 
on by the end of the current fiscal year. 

Our financial situation is such that we are following a planned 
schedule of employment. They are not vacant because we cannot fill 
them. They are vacant because our money situation requires us to 
put them on the rolls during the last quarter. 

Dr. Drypen. We are money limited for the moment. Earlier in the 
year, in order to retain employees, the Civil Service Commission auth- 
orized increases to the top of the grade for certain of our scientific 
employees. We absorbed those costs within our current appropria- 
tion. 

We now have some wage board adjustments pending which we are 
unable to put into effect at this time. We do not have the money to 
fill our vacancies at a faster rate. We are planning to reach our full 
authorized strength by the end of the year. 


ADDITIONAL POSITIONS REQUESTED 































Senator Dmxsen. You are asking for 765 additional persons. 

How are those divided ? 

Mr. Umer. Approximately in the same proportion; 25 percent of 
our people on the average are professional employees. About 42 per- 
cent fall in the wage board category. The remainder are supporting 
technicians and administrative personnel. 

Senator Dirksen. So 200 of those or thereabouts would be research 
professionals ? 

Mr. Umer. Yes, sir. 

Senator Dirksen. Where are you going to get them ? 





RECRUITMENT SOURCES 





Dr. Drypen. Well, we are getting them from several sources. We 
are getting a small number from universities. 

We have an agreement worked out with Secretary of Defense Wilson 
which permits us to employ certain qualified officers, in such a way that 
they can work with us and discharge their military obligation. 

We have, I think, about 110 of those people on duty with us now, 
and the services have authorized increases in the number of such 
people. 

And then we do get a certain number, a much more limited number, 
by people who come to us from other jobs. 

Senator Dirksen. Are you asking funds for the full year for 765 
persons ? 

Mr. Utmer. On a half-year basis, Senator, assuming they will be 
hired gradually throughout the year. The net cost is 50 percent of 
their annual salary. 

General Doorrrrie. I would like to point out that our real problem 
is not the acquisition of young people. The real problem is the 
retention of our experienced people against the competition of industry 
salaries. 

Senator Porrer. Do you have any WOC employees, who work with- 
out compensation ? 

Mr. Umer. No, sir. 
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Senator Dirksen. General, I observe that sentence in the House 
report, which reads: 

The committee is of the opinion that sheer numbers do not add efficiency or 
necessarily result in research progress and believes the NACA should reappraise 
its program and devote its funds to vital research to reduce the annually rising 
costs. 

Now, it brings to mind the testimony we had over a long period of 
time from Vannevar Bush, whom I am sure you remember. From 
time to time he had expressed to one committee or another on which I 
served something of a similar sentiment. 

Iam wondering whether you have any comment ? 


CURRENT PERSON NEL PROBLEMS 


Dr. Drypen. I would agree that it is the quality of the leaders which 
is the most important element in the efficiency or effectiveness of re- 
search. I think that there is no question of that. But I think it is 
also true that, to handle the problems of this growing technology as we 
are going into speeds of five times, 10 times, the speed of sound, the 
terrific heating problems, we just have to have more effort on the 
problems. 

Look at an aircraft company; I think most of you have read these 
accounts of how they used to design an airplane with a very limited 
staff. Their engineering staffs have had to be multiplied many times 
to handle the design of modern aircraft. 

They have had to put on new kinds of specialists to deal with new 
problems, high temperature problems, for example. As a research 
agency, the NACA must stay out ahead of this procession in industry. 
We are investigating problems i in many new areas. We have fired 
small objects at ‘speeds of 15,000 feet per second. We have fired rockets 
in connection with the heating problem on ballistic missiles at more 
than 10 times the speed of sound. To do this kind of activity simply 
takes more people. The problems are more complex. 

I agree fully that sheer numbers alone will not do it, that the quality 
of the leaders is the most important item, but the leaders must have 
the supporting help to be effective. 

General Doorirrie. I agree entirely that sheer numbers will not 
do it. 

Senator Macnuson. Van’s theory was to keep them a little hungry. 


EFFECT OF FUNDS REDUCTION 


General Doorrrrie. Yes. We have already sharpened our pencil 
just as sharp as we felt we could sharpen it and still do the job reason- 
ably well that we have todo. The increased complexity of the weap- 
ons and the fact that we are in a technological race makes it necessary 
for us to progress as fast as we reasonably c can. 

A cut in our personnel at this time will reduce the rate of progress. 
A cut in our equipment at this time will reduce the rate of progress. 

We would like to have a great deal more than we have. What we 
put in was a pencil- sharpened idea of the least that we could do the 
job with that we felt the Nation’s security demanded. 
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Senator ExLenper. General, how much of the construction fund you 
are asking for will be used by yourselves, that is, by your organization ? 

Dr. Drypen. All of it. 

Senator ELLenperR. You do not contract any of it? 

Dr. Drypen. We enter into construction contracts with companies 
that build the facilities for us. 

Senator Ertenper. That is what I was talking about a while ago. 

How much of it will you do yourselves? What percentage of it, do 
you know ? 

General Doo.rrrte. What percentage of the construction or what 
percentage of the use of the equipment after construction ? 

Senator ELLenper. In other words, how much do you farm out? 

Mr. Umer. All of the construction is done under NACA contracts 
with commercial firms; we do not do construction with our own 
people. We do some of the design work, however, Senator. 

Senator Ettenper. You are asking for money for equipment. What 
kind of equipment, if you farm it all out? 

Mr. Utmer. We also contract for the auxiliary equipment neces- 
sary to run the facilities. We frequently find it more economical 
to enter into separate contracts for some types of auxiliary equipment 
rather than having these items provided by the contractor building 
the facility. We enter into contracts with other manufacturers for 
such auxiliary equipment. 

Senator Exitenper. Do you furnish equipment to the contractor 
building the facility ? 

Mr. Utmer. No, sir. 

Senator Exxenper. Then what is the equipment used for? 

Mr. Utmer. This is auxiliary equipment used for air drying, data 
reduction, fuel pumping, and so forth. Most of these items are sup- 
plied under separate contract from the main facility contract. The 
equipment is necessary for the effective use of a new research facility. 

Mr. Vicrory. The wind tunnel itself is considered research equip- 
ment. 

Senator Eitenper. Is it necessary for your experiments; is it built 
by the contractors under your instructions? 

Mr. Vicrory. That is right, and then installed at our plants and 
operated by our staff. 

Senator Magnuson. General, do you want to proceed ? 

General Doo.itrte. Mr. Chairman, the questions that have been 
asked completed my speech. 

Senator MaGenuson. We will put it all in the record. 

General Doouitrie. I wonder if Dr. Dryden might make an addi- 
tional statement. 

Senator Magnuson. All right. 


SPECIAL INVESTIGATIONS AND REPORTS 
DELETION OF LANGUAGE BY HOUSE 


Dr. Drypen. There is one matter I wish to call to your attention. 
Without any mention in the House report, the House deleted language 
in the appropriation bill which read, after the word “contracts”, “for 
the making of special investigations and reports.” 

There was no comment on this in the House report, but the chairman 
of the House subcommittee sent us a letter stating that the committee 
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was denying funds for all research contracts with educational and 
scientific institutions amounting to $770,000, and also the payment to 
the National Bureau of Standards, $200,000. 

This letter states that: 

As far as the committee can see at this time it is of the opinion that such 
outside research contracts can be cut out indefinitely. 

We have found it advantageous, Mr. Chairman, and economical, to 
fill in certain spots in our program by contracts with universities 
where there are experts with some special qualifications or some special 
pieces of equipment. Ordinarily, these are people who would not come 
and work for us in the Government or who have equipment that we 
might not want to reproduce. We have done this for the 40 years of 
the existence of the committee and have found it very useful. We 
think that this authority is of importance to us in this role of providing 
new ideas through basic research. 

Senator Macnuson. Yes, and you have actually saved some money, 
I know, in the past, because equipment may exist 1n one place that you 
would want to use for a special job. You would not want to go to the 
capital expense of buying all the equipment, and you were able to 
borrow the equipment for a certain project you had in mind. 

Dr. Drypen. Yes. 

General Dootrrrie. Another important aspect of it is that it keeps 
us in close contact with the educational institutions. It gives us an op- 
portunity to solicit some of their better prospective graduates to come 
to work with us. You will find that industry does that, as well. 

Mr. Vicrory. It also gives us an opportunity to plant good research 
projects in the educational institutions so that the students will be- 
come familiar with the problems of aeronautical science. 

Dr. Drypen. They will be contributing to something useful rather 
than a completely academic project. We hope you will see fit to restore 
this language. 

Senator Magnuson. I remember a project at California Tech, that 
for us to buy the equipment would cost a tremendous amount, but 
we could use their equipment. 

Mr. Vicrory. Mr. Chairman, this change in language was not con- 
sidered in our hearings before the House committee. We were taken 
by surprise. It has been an authorized function of our organization 
ever since we have been in existence. 


REMARKS OF REPRESENTATIVE ROGERS 


Senator Magnuson. Now, I have one question here, and this will 
, ’ ’ 
come up in the House. 


On the House floor, when this matter was up, Mr. Rogers of Texas 
stood up and he said he wanted to make this observation. He said: 


The appropriation for this particular Committee has increased from 1946 from 
$24 million up to $71 million. 


The figures are in the report. 


Perhaps that amount is needed. I do not know. However, I do know that 
the commercial aviation people of this Nation and the aviation industries of 
themselves profit immeasurably by the research and development that is done 
by this particular Committee. I appreciate the fact that they have a right to do 
that, but, by the same token, many of those industries are kept up by Govern- 
ment contracts, and I feel that what we should do is to reduce as much as pos- 
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sible the contribution that is being made by the taxpayers directly to this pro- 
gram, and let the people who are profiting by it pay at least a portion of it. 
There is no yardstick to determine how much industry and the commercial 
airlines profit by it. 

Dr. Dryven. The industries profit by building things for the mili- 
tary services. We consider that it is in the interest of the Nation, more 
so than of a particular manufacturer, that he have a successful prod- 
uct. If we are committed in our military program to a certain fighter 
or a certain bomber, it is the responsibility of everyone concerned to 
see that it is the best possible one. 

As far as I know, the manufacturers’ contracts do not depend in 
any way directly on our contribution. He would get the same money. 

Senator Magnuson. What contribution you make for the overall 
advancement of aviation naturally would be shared by commercial 
airlines. 

Dr. Drypen. That is correct. 

Mr. Vicrory. If NACA did $1 million less work in research and a 
given manufacturer did $1 million more in research, if he had the 
facilities to do as well, he would have to charge in the cost of his prod- 
uct enough additional cost per airplane to absorb his cost of research. 

The Government does it for all manufacturers through the NACA 
and thereby works a great and enduring economy in the cost of air- 
craft. 

Senator Magnuson. General Doolittle, if you do not have anything 
further to add, we appreciate your coming, all of you. 

I think it is a very important matter. We have always had an 
appreciation of the importance of research. Sometimes it is hard to 
pinpoint, but we have to keep up with the expanding need for this. 

General DootirrLe. We feel strongly, sir, that the research is the 
seed corn. If we do not plant our seed corn, we will not have better 
corn. 

We thank you, gentlemen, for your kindness to us. 

Senator ELLENDER (presiding). Next we will consider the General 
Accounting Office. 

Mr. Campbell. 


GENERAL ACCOUNTING OFFICE 


STATEMENT OF JOSEPH CAMPBELL, COMPTROLLER GENERAL OF 
THE UNITED STATES; ACCOMPANIED BY ROBERT F. KELLER, 
ASSISTANT TO THE COMPTROLLER GENERAL; E. H. MORSE, DI- 
RECTOR, ACCOUNTING AND AUDITING POLICY STAFF; JOHN F. 
FEENEY, ADMINISTRATIVE OFFICER; AND H. J. SIMMONS, CHIEF, 
BUDGET AND FINANCE BRANCH, OFFICE OF ADMINISTRATIVE 

SERVICES 


LETTER TO COMMITTEE 


Mr. CampseE... I have a short statement to cover our problem. 
Senator ELLeENpER. Would you prefer to read the statement or give 
us the highlights. 

Mr. Campse.t. It might be just as well if I gave you the highlights, 
Mr. Chairman. 

Senator ELLeNpeR. Without objection, I will place in the record at 
this point a letter addressed to the chairman, dated March 22. 
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(The letter referred to follows :) 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 22, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropriation 
Bill for 1958, Committee on Appropriations, United States Senate. 


DeaR Mr. CHATRMAN: Reference is made to your letter of March 15, 1957, re- 
questing that we inform you of any changes in the Independent Offices Appropria- 
tion Bill. 1958, that are required in the public interest. 

The bill, as passed by the House on March 20, 1957, carries $36,050,000 for 
salaries and expenses for the operation of the General Accounting Office for the 
fiscal vear 1958, with a limitation of $1,500,000 on expenses of travel. The ac- 
tion of the House represents a reduction of $1,750,000, from the budget estimates 
submitted to the Congress. 

The House committee in reporting the bill stated, insofar as the General Ac- 
counting Office is concerned, as follows: 

“Salaries and expenses.—The committee recommends $36,050,000 for this Office 
in 1958, the same amount as in 1957 plus $2,050,000 for retirement costs, and a 
reduction of $1,750,000 in the budget estimate. The committee is impressed with 
the outstanding ability of Comptroller General Campbell and intends to give 
him every support. 

“In providing for the same employment as in 1957 the committee has taken 
into consideration the fact that considerable difficulty is being experienced by 
the GAO in obtaining qualified accountants in spite of the vigorous recruiting 
program now being pursued. It was testified, however, that the prospect of 
filing vacant positions in 1958 now looks good and the committee hopes they 
will be filled as is expected. There are now 322 positions vacant that are already 
financed by the 1957 appropriations, and the bill continues in 1958 the financing 
of such positions, which in the effect will permit an increase of 312 over the 
current level of employment.” 

We interpret the comments of the House committee as expressing a difference 
of oninion with us as to the number of personnel we will be able to recruit during 
the fiscal year 1958—not as a direction to curtail in any way the activities that 
are underway or planned. It is true that qualified accountants are most diffi- 
eult to obtain, but we are firmly convinced that our aggressive recruiting pro- 
gram will produce for us a greatly increased number of accountants in the next 
fiseal year. 

Sinee receiving your letter of March 15, 1957, we have carefully reexamined 
our position, and. although we expect to fill the existing vacant positions during 
the balance of this year and during the early part of fiscal year 1958, we feel 
that because of the number of vacancies which the bill continues to finance in 
1958, we should agree to accept the reduction applicable to salaries until we can 
show a substantial increase in the number employed. However, should our 
recruitment program succeed in obtaining more employees than are presently 
provided for in the bill as passed by the House, it will be necessary for us to 
request a supnlemental appropriation to cover the costs of employing additional 
accounting personnel. 

With reference to the proposed travel limitaton of $1,500,000, we cannot carry 
out the travel necessary in the performance of our duties within the limitation 
proposed. For the fiscal year 1957, we have a travel limitation of $1,500,000 and 
we will be forced to curtail essential travel in the last quarter of this year in 
order to stay within the limitation. Our travel obligations for the period July 1, 
1956, through February 28, 1957. show an increase of 30 percent over the same 
period last year. This is due for the most part to the expansion of our audit 
coverage of the defense establishments. Our activity in this area includes the 
field of procurement and contracting, industrial, and commercial-type activities, 
pay and allowances, operations at posts, camps, and stations, and many aspects 
of finencial management. We intend to further expand our coverage as fast as 
we are able to recruit and train qualified personnel. 

Our travel estimate of $1,700,000 for the fiscal year 1958 is conservative and, 
compared to our actual experience in the fiscal year 1957, is a minimum if we 
are to continue and expand our present audit coverage. In addition, our employ- 
ment of new accountants requires travel to attend orientation and training pro- 
grams at a centralized point prior to their assignment to an audit. This con- 
dition, coupled with the fact that we expect to have over 300 additional employees 
during 1958, who will be required to travel, makes it imperative that our travel 
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limitation be increased from $1,500,000 to $1,700,000. Briefly, a reduction of 
$200,000 in travel for the fiscal year 1958 will result in serious curtailment of 
travel necessary in the accounting, auditing and investigative areas of the Office. 
We must request that the bill as reported to the House be amended to increase 
the amount for travel by $200,000. To accomplish this the bill should be changed 
as follows: 
Page 8, line 9: Cross out “$1,500,000” and insert “$1,700,000.” 
Page 8, line 12: Cross out “$36,050,000” and insert “$36,250,000.” 
In the event your subcommittee has any question concerning the need for 
the increase in travel funds we would like the opportunity of appearing before 


your subcommittee, at which time any adidtional information required will be 
furnished. 


Sincerely, 


JOSEPH CAMPBELL, 
Comptroller Generai of the United States. 


PREPARED STATEMENT 


Senator ELLeNDER. Now you may proceed, Mr. Campbell. 


Mr. Campse.L. In addition to our letter of March 22, we have a 


statement, a copy of which we would like to go in the record. 
Senator ELtenper. Yes. We will put the whole statement in the 
record and you may proceed to highlight it, if you desire. 
(The statement referred to follows :) 


STATEMENT OF JOSEPH CAMPBELL, COMPTROLLER GENERAL OF THE UNITED STATES 


Mr. Chairman and members of the subcommittee, we appreciate the oppor- 
tunity of appearing before you to discuss the budget estimates for the General 
Accounting Office for the fiscal year 1958. We trust that the justifications of 
estimates which were furnished your committee are in sufficient detail to ex- 
plain our operations, requirements, and some of our accomplishments. However, 
should you have any questions we shall, of course, be glad to answer them. 

Since we last appeared before you, a number of realinements in our work de- 
signed to bring about improvements in our operations and realize more effec- 
tive use of our manpower have been accomplished, and the current organiza- 
tions of the Office are explained in detail in our justifications. Certain changes, 
which were completed in the latter part of fiscal year 1956, involved (1) separat- 
ing staff and policy-making activities from operations, (2) combining our audit- 
ing and accounting systems work, and (3) dividing the accounting and auditing 
work into two principal operating groups—civil and defense. 

Also, on July 1, 1956, we combined our investigative activities with accounting 
and auditing which enabled us to consolidate our field audit and investigative 
offices into 19 regional offices throughout the United States, each under a re- 
gional manager. We have also established an Office of Legislative Liaison to in- 
sure the best possible service to the Congress and its committees by more di- 
rectly reflecting congressional needs in its legal, investigative, accounting, and 
auditing programs. We believe that the steps which have been taken have en- 
abled us to bring about more effective management of our work in each of the 
areas and to place a greater emphasis on the farflung defense activities than has 
been the case in the past. 

In the 1958 budget estimates, we requested that there be appropriated the 
sum of $37,800,000 for the operation of the General Accounting Office, con- 
sisting of $32,800,000 for salaries, an increase of $1,640,000 over 1957, and 
$4,920,000 for other expenses, an increase of $2,160,000. Under other expenses 
$2,050,000 of the $2,160,000 is for our contribution to the civil-service retirement 
fund. The increase of $200,000 for travel is offset by a reduction of $90,000 in 
other expenses. The bill, as passed by the House on March 20, 1957, carries 
$36,050,000 for salaries and expenses for the operation of the General Ac- 
counting Office for the fiscal year 1958, with a limitation of $1,500,000 on ex- 
penses of travel. The action of the House represents a reduction of $1,750,000, 
from the budget estimates submitted to the Congress and allows us the same 
amount as in the fiscal year 1957, plus $2,050,000 for retirement costs. 

As pointed out to you in our letter of March 22, 1957, we feel that because 
of the number of vacancies which the bill continues to finance in 1958, we should 
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agree to accept the reduction applicable to salaries until we can show a sub- 
stantial increase in the number employed. However, we fully expect our ac. 
celerated recruitment program to result in a substantial increase in our account- 
ing personnel during the balance of this year and during the early part of 1958 
to the extent that the existing vacancies will be filled. Should our recruitment 
program succeed in obtaining more employees than are presently provided for 
in the bill as passed by the House, it will be necessary for us to request a 
supplemental appropriation to cover the costs of employing additional accounting 
personnel. In this connection, we established an Office of Staff Management 
and we have underway several programs which we firmly believe will assist in 
recruiting and holding qualified personnel. As an indication of our progress dur- 
ing the period July 1, 1956, to March 31, 1957, we have increased our compre- 
hensive auditors and systems accountants from 1,226 to 1,320. We expect 50 
additional accountants to report for work in June and 150 in July. 

It is in the area of travel where we regard the reduction made by the House 
most seriously. Curtailment of travel funds within the proposed limitation of 
$1,500,000, which is $200,000 below the amount requested, will result in seriously 
delaying and reducing the effectiveness of the work of the General Accounting 
Office. 

For the fiscal year 1957, we have a travel limitation of $1,500,000. We are 
going to have to curtail essential travel in the last quarter of this year in order 
to stay within that amount. A complete and searching review of our travel 
obligations for the period July 1, 1956, through March 31, 1957, shows an in- 
crease of 29 percent over the same period last year. This is due for the most 
part to the expansion of our audit coverage of the defense establishments and the 
performance of additional necessary travel by our accounting and investigative 
personnel. 

Our travel estimate of $1,700.000 for the fiscal vear 1958 is conservative and, 
compared with our actual experience this year, is a minimum requirement if 
we are to continue and expand our present coverage. In addition, our employ- 
ment of new accountants requires travel to attend orientation and training pro- 
grams at a centralized point prior to their assignment to an audit. This con- 
dition, coupled with the fact that we expect to have well over 300 additional 
employees during 1958, who will be required to travel, makes it imperative that 
our travel limitation be increased from $1,500,000 to $1,700,000. 

In order to insure that the General Accounting Office can properly carry out 
its work during 1958, we must request that the bill as reported to the House 
be amended to increase the amount to be appropriated from $36,050,000 to 
$36,250,000, and to increase the travel limitation from $1,500,000 to $1,700,000. 

We will be glad to answer any questions you may have. 


TRAVEL 
RESTORATION REQUESTED 


Mr. Campseti. We are here, Mr. Chairman, primarily to discuss a 
reduction in our travel request made by the House. We have discussed 
with the House Appropriations Subcommittee a proposed reduction 
in our request for funds to cover additional salaries, and on this score 
we have disagreed with the House chairman, Mr. Thomas, in a very 
serious way. 

We believe that we can recruit a greatly increased number of ac- 
countants, at all levels, and Congressman Thomas feels that we cannot. 

We are engaged in a program which we think will produce the peo- 
ple we need badly to carry out our program. 

Mr. Thomas may be right and we may be wrong. 

Senator Ertenper. Mr. Campbell, I notice you are asking for restor- 
ation of $200,000. 

Mr. Campsetu. We are asking for restoration of $200,000 for travel. 

Now, I might go on to say that if Chairman Thomas is correct, in 
that, we will not be able to recruit perhaps 300 additional accountants, 
then the accountants we now have will have to travel a great deal more. 
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We must say that we cannot get along without this additional travel 
money. 

Senator Porrer. Were the funds that the House reduced your 
budget for accountants? 

Mr. Campseti. There were two rincipal reductions. One was 
$1,550,000 for salaries, the other a a iction of $200,000 for travel. 

The amount for salaries was substantially for accountants. 

Senator Porrrer. You are not asking for restoration of that amount? 

Mr. Camesett. We are not asking for restoration of it because we 
appreciate it is a matter of opinion. 

Senator Porrer. As a result of that, however, it would demand more 
travel by the staff you now have, and you are asking not for additional 
funds but for restoration of the funds for travel, that was cut from the 
travel allowance? 

Mr. Camese tt. It is obvious that if we fail in our efforts to recruit 
these men, then our present staff will be hard put to it and will have to 
travel extensively to come anywhere near covering the territory which 
we have to cover, 

TRIBUTE TO COMPTROLLER GENERAL 


Senator Eiienper. I notice, Mr. Campbell, on page 5 of the report 


by the House accompanying the appropriation bill, they paid you a 
very high compliment : 


The committee is impressed with the outstanding ability of Comptroller General 
Campbell and intends to give him every support. 

It strikes me in keeping with that beautiful sentence that they ought 
to at least agree to restore that $200,000. 

Mr. Camppety. As I say, Mr. Chairman, this is a disagreement be- 
tween Congressman Thomas and myself. It is a serious one, but a 
friendly one. 

I must admit it is going to be a difficult job to bring into our or- 
ganization several hundred additional accountants, because they are 
very scarce. 

Senator ELtenper. Now, with the additional amount you are ob- 
taining over and above last year, how many more people do you pro- 
pose to > employ Q 

Mr, Campsety. With the House cut in our appropriation 

Senator ELtenper. In other words, you are not asking for restora- 
tion with the exception of the $200, 000 for travel ? 

Mr. Camrseti. That is correct. 

Senator ELtenper. Assuming that the Senate does give you with 
the House provided, plus your $200,000, how many more people would 
you employ ? 

Mr. Camppeti. We will have the same number of people next year 
as we were authorized this past year. There will be no change in the 
total authorized number of staff. We will be allowed to fill vacancies. 





RETIREMENT CONTRIBUTIONS 


Senator Etitenper. The bulk of the increase is to take care of re- 
tirement contributions ? 


_ Mr. Camepsett. That is right. I would say that practically all of 
it would be. 
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Senator Maenuson. All the agencies had to do that? 

Mr. Campse.u. Yes. 

Senator Maenuson. Again I want to point out that this has now 
become a part and parcel of the contribution into the fund, which was 
sorely lacking because we have never appropriated that money. So 
it has to be in there someplace. 

Mr. Campsecy. That is right. 

Senator Magnuson. I am sorry to keep you waiting, Mr. Campbell, 
but I am sure you profited by the discussions as we did. If you come 
back Friday, I will explain that satellite to you, the whole thing. 

Mr. Campseu. I was particularly interested in the recruiting dis- 
cussion because we are doing a considerable amount ourselves. 

I am very glad to hear that the Civil Service Commission is also 
doing that. 

Senator Macnuson. The committee will recess until 10 o’clock to- 
morrow morning. 

(Whereupon, at 4:30 p. m., Wednesday, April 3, 1957, the hearing 
recessed, to reconvene at 10 a. m., Thursday, April 4, 1957.) 
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THURSDAY, APRIL 4, 1957 
Unrrep States SENATE, 
SURCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The subcommittee met at 11:25 a. m., pursuant to adjournment in 
room 16—G, the Capitol, Hon. William F. Knowland, temporarily 
presiding. 

Present: Senators Magnuson, Hayden, Dirksen, Knowland and 
Potter. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR; MAX 
MEDLEY, COMPTROLLER; F. MORAN McCONIHE, COMMISSIONER 
OF THE PUBLIC BUILDINGS SERVICE; AND WAYNE C. GROVER, 
ARCHIVIST OF THE UNITED STATES 


LETTER TO SUBCOMMITTEE 


Senator KNow.anp. The subcommittee will come to order. 
We will place in the record a letter by Mr. Floete and also a pre- 
pared statement and requests for amendments. 

(The matter referred to follows :) 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., March 20, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriation Subcommittee, 
United States Senate, Washington, D. C. 


Dear Mr. CHAIRMAN: In reply to your letter of March 15, I would like to 
appear before your Senate committee to point out what the reduction in the inde- 
pendent offices appropriation bill will mean to the General Services Adminis- 
tration. 

We will not appeal the changes in the bill from the budget estimates with 
respect to new obligational authority and will abide by congressional decision. 
However, we may have a few amendments which pertain to limitation amounts 
in the bill for such items as travel. 

Sincerely yours, 
FRANKLIN G. FLoete, Administrator. 


PREPARED STATEMENT 


Mr. Chairman and members of the committee, I appreciate this opportunity to 
appear before the committee to explain in a general way the programs and oper- 
ations of GSA and how the reductions made by the House in our budget esti- 
mates for 1958 will affect those programs and operations. 

The financial responsibility of GSA is indicated by the fact that its assets on 
June 30, 1956, exceeded $9 billion. Its diversified activities cover five different 
fields. It was created to provide strong centralized management of various 
services for the departments and agencies of Government. 
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To achieve that objective it is essential that GSA be operated expertly on the 
basis of economy and efiiciency in our central and regional offices. That re- 
quires sound business plans and policies and proper staffing and assignment of 
functions. We believe the 1958 budget estimates reflected such plans. 

In Public Buildings Service we have made provision for long-needed planning 
covering all phases of real property operations with the objective of obtaining 
balance between long-range plans and current year’s activity. This incorporates 
closer working relations with other agencies in working out current space prob- 
lems as well as space requirements anticipated for the future. 

Definite progress has been made in disposal of surplus real property. The 
construction division has been strengthened to properly handle the expanded 
repairs and construction program. 

Federal Supply Service has initiated a program of technical assistance for 
surplus property sales for the Air Force and certain civil agencies. We hope 
to extend it to other agencies and military services. During fiscal year 1959 we 
hope to assume responsibility for all surplus sales of the civilian agencies. Dupli- 
cating administrative stockrooms now maintained by many civilian agencies are 
being eliminated. 

Intensive reviews have been made of our depot operations and many improved 
methods and procedures have been installed in all depots. These improvements 
have resulted in more efficient service at lower costs and a substantial increase 
in sales to agencies. 

National Archives and Records Service continues to expand the records center 
operations to almost 100 percent of the objectives. In addition, the importance 
of good records management is being emphasized throughout Government by 
training clinics and workshops in both Washington and the field conducted by 
our Records Management staff. 

The Transportation and Public Utilities Service, with statutory responsibility 
as traffic manager for the civilian agencies and as their representative in rate 
proceedings before Federal and State regulatory bodies, has produced substan- 
tial savings in reduced freight charges to the Government, and has been strength- 
ened to take advantage of the governmentwide opportunities for efficiency and 
economies in this field. We have instituted traffic surveys in the civilian agencies, 
and from these studies will come the knowledge and data necessary for improved 
civilian agency traffic management, an opportunity for even greater savings, and 
more effective representation before Federal and State regulatory bodies. 

In Defense Materials Service, stockpile purchases for fiscal year 1956 ex- 
ceeded $300 million. At the end of that year the inventory of the stockpile valued 
at June 30 prices exceeded $5.9 billion stored at 242 locations. 

Plans for a complete physical inventory have been completed and the inven- 
tory is now being taken. The first completed revealed a loss of only oo of 1 per- 
cent from the book inventory. Work at other depots is continuing under a sys- 
tematic plan which includes proper tagging, repiling, and repackaging where nec- 
essary. It is now our opinion that the entire inventory of the stockpile can be 
completed over a 3-year period at an estimated cost of $15 million. 

For 1958 the programs and related appropriation estimates of GSA are geared 
to the same objectives mentioned earlier—better internal management, better 
service to customer agencies, more economy in operations, 

Details of our budget request for fiscal year 1958 and the amounts reported by 
the House committee are shown on the attached schedule. The net change in the 
bill as reported to the House is a reduction of $165,599,400 from the budget 
estimate. 

Of this sum $111 million is a reduction in the appropriation for strategic and 
critical materials. In addition, the remaining $19 million for this item was 
eliminated on the House floor. The explanation of the effect of this reduction 
will be presented by the Office of Defense Mobilization. 

The effect of the remaining reduction of $54,599,400 on GSA plans and pro- 
grams is explained in the formal statement heretofore filed with your committee. 

While we are not appealing the changes in the bill from the budget estimates, 
we wish to point out that in certain areas the reductions will have a significant 
effect on our operations. In the Public Buildings Service they will result in 
deferral of air conditioning, and inadequate space acquisition and care of public 
buildings. 

In Federal Supply Service these reductions will handicap the expansion of 
our service to civilian and military agencies which is now underway. The other 
three services and staff operations will also be similarly handicapped. 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 101 


Restoration, in part or in whole, is requested for several travel limitations. 
This has no effect upon the new obligational authority, but is necessary for GSA 
to operate effectively. 

In addition we have proposed an amendment which would permit us to transfer 
not to exceed 5 percent of any appropriation made available to GSA to any 
other appropriation, provided that no such appropriation can be increased by 
more than 5 percent. 

This language would give us the flexibility essential for the effective manage- 
ment of GSA affairs. It will assist in keeping financing in line with changes in 
workload which always develop but cannot be fully anticipated in advance of the 
budget year. 

We are prepared to explain and discuss all phases of this matter in such man- 
ner and in such detail as the committee may desire. 


REQUESTS FOR AMENDMENTS 
GENERAL SERVICES ADMINISTRATION 
ESTIMATES OF APPROPRIATIONS, 1958 
OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 
EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 


Budgetary data 
1958 budget estimate $142, 000, 000 
1957 appropriation : 
In annual act 
In Public Law 814, 84th Cong 
In Public Law 855, 84th Cong 
Comparative transfer from salaries and expenses, 
Office of Administrator 86, 500 
Comparative transfer to repair and improvement_._ —12, 755, 000 
118, 381, 500 
Change in 1958 budget from comparable 1957 +23, 618, 500 
1958 bill as reported to House 127, 464, 000 
Gpenge from budget cetimatenjii cw. Sie —14, 536, 000 
Change from comparable 1957 +9, 082, 500 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 12 to 52. 

2. House hearings, pages 867 to 914. 

3. House Report No. 197, page 5: “This appropriation finances real property 
activities under the jurisdiction of the General Services Administration, includ- 
ing operating expenses for Government-owned and leased buildings. For such 
purposes the committee recommends $127,464,000 for appropriation in 1958, an 
increase of $9,082,500 over comparable appropriations in 1957, and a decrease 
of $14,536,000 in the budget estimate. 

“The contingent amount in the estimates for wage board pay increases is not 
allowed, as the committee does not approve of contingent appropriations, but it 
will recommend appropriations as are necessary when the actual need for such 
appropriations arrives. The request for additional leased space is allowed only 
in part inasmuch as it is doubtful that the total amount of space requested by 
agencies will be needed.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The House bill provides for a decrease of $14,536,000 under the total of $142 
million proposed in the budget for 1958. The effect of the reduction on activities 
financed by this appropriation would be as follows: 


1. Elimination of amount to pay wage board increases for cus- 
todial employees 

2. Elimination of amount for bringing cleaning and servicing of Gov- 
ernment-owned buildings up to accepted standards 

3. Reduction in leased space 

4. Other activities 


Total decrease 








102 INDEPENDENT OFFICES APPROPRIATIONS, i958 


1. Wage-board increases.—As indicated by the legislative history, the House 
disallowed the amount in the budget estimate for wage-board increases. 

This means that we will have no funds in 1958 to pay some 11,400 custodial 
wage-board employees the increases in wages lawfully determined since July 1, 
1956, and we will be unable to pay for such increases effected from time to time 
during 1958 until supplemental appropriations are obtained, or unless section 
210 of the general Government matters appropriation bill, 1958, is enacted as 
passed by the House. 

2. Cleaning of buildings.—The elimination of the proposed increase totaling 
$5,853,100 would require the continuation of the present substanding cleaning 
services at 77 percent of accepted standards. The substandard conditions under 
current operations are unsatisfactory to occupant agencies which strongly claim 
that the present level of services is inadequate to provide for efficient operation 
of their activities. 

3. Leased space.—The reduction of $3,672,500 would place us in a position of 
(1) not being able to finance a substantial portion of existing space commitments; 
and (2) denying demands by other agencies under GSA Circular No. 108 for 
additional space which they require to house their activities. 

4. Other activities—The decrease of $1,010,400 would require a partial cur- 
tailment of emergency communications faciilties; substantial reduction in the 
replacements of worn-out office furniture for other agencies in the field, and hold 
the protection and maintenance of national industrial reserve and surplus prop- 
erties at the 1957 level. A reduction from the amount in the budget estimate 
for operation of purchase contract space is consistent with the current revised 
workload under that program and a reduction in the amount for payments in 
lieu of taxes is consistent with later revised costs. 

Included in the decrease under this item is $236,400 for protection and main- 
tenance of reserve and surplus properties. Based on the workload estimated in 
the budget for 1958, the reduction would cause protection and maintenance to 
be below the level deemed essential to protect the Government’s investment in 
the properties and would result in lower returns in the disposal of the properties 
because of added deterioration. 


GSA Amendment No. 1 


OPERATING EXPENSES, PuBLIC BUILDING SERVICE—TRAVEL LIMITATION 
PROPOSED AMENDMENT 


On page 8, line 24: Strike out “$205,300” and insert in lieu thereof “$272,000”. 


Budgetary data 
1958 travel limitation in budget estimate__._.._._______-____-___--_---__ $281, 300 
TORT travel: Simitation: provid ncn hoo Cito a La cteanneos 205, 300 
Cannio 2067 06 1906.5. bo Sei ene eeteneieaabi +76, 000 
1958 travel limitation in bill as reported to House____---_--------_-__ 205, 300 
PICT OGRS  TORTORCOU access esa esha ae baad bs +66, 700 
Amount of proposed amendment __-_----------------_--_--_-- 272, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 26, 33, 40, 44, 46 and 52. 

2. House hearings: Subject not discussed. 

3. House Report No. 197, page 2: “In its examination of the budget estimates 
the Committee notes that there are substantial increases for travel. The per 
diem rates were increased from $9 to $12 in last year’s budgets. It appears that 
the higher the per diem, the more travel, so the committee is denying all in- 
creases in travel over last year.” (No specific mention of GSA travel in the 
report.) 

4. House debate (Congressional Record, March 19, 1957, p. 3511, 2d col.) 

“Mr. THomas. * * * By the way, there was an increase in this bill of about 
$5 million in travel. That is the amount of the increase that was requested. 
We denied every penny of it. We treated everybody alike. * * * We may have to 
make some adjustments; * * * perhaps in conference we shall, but I felt I 
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should inform the Members about that, because perhaps they should have a 
little bit more.” 


JUSTIFICATION OF THE AMENDMENT 


The travel limitation of $281,300 proposed in the budget estimate for 1958 
was not based on the legal authorization to increase per diem allowances. It 
was predicated solely on the basis that it represents the minimum travel essential 
to the efficient and economical acquisition, management, operation, and disposal 
of real property. 

GSA is not only responsible for the operation of Government-owned build- 
ings located throughout the country, it is also responsible for the leasing of 
general-purpose space to meet agency requirements and for the disposal of all 
surplus real property declared excess to Federal needs. This requires on-site 
inspection. 

The current limitation is not adequate to provide minimum travel essential 
for GSA to carry out its responsibilities for the nationwide buildings manage- 
ment operations; the negotiation of some 5,000 leases for office and allied space; 
the making of surveys to determine space needs incident to the maintenance 
of programs for the construction, replacement, and extension of Federal buiid- 
ings ; and the inspection of excess and surplus real properties. 

Lack of sufficient travel authority for inspections of excess and surplus real 
properties alone has created serious delays in the disposal of properties, thereby 
requiring greater expenditures for protection and maintenance pending dis- 
posal, delays in realizing revenues to the Treasury, and delays in getting the 
properties on the local tax rolls. 


REPAIR AND IMPROVEMENT, FEDERALLY OWNED BUILDINGS 


EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 
Budgetary data 








renee CINE: URC RINNUU Os oS wars cs tacts meee cae $85, 500, 000 
1957 appropriation : 
BD SRM i aise eceseintciee neste nes ce aeneneiemeliocs $42, 565, 550 
In Public Law 814, 84th Cong __-.--.-._._.___ 35, 000 
Comparative transfer from “Operating expense, Public 
Ug e  BOrvice usage cites SUNS Enea ene nes 12, 755, 000 
— 55, 355, 550 
Change in 1958 budget from comparable 1957_____-____--_--_-____ 30, 144, 450 
ioe mn. as reported .to House... le a 65, 000, 000 
Geamee from budget estimate... icnsse eee als —20, 500, 000 
Geenee from comparable. 1006 <u. ccniieiniinadeiinncn cine +9, 644, 450 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 53 to 73. 

2. House hearings, pages 914 to 923 and 938 to 936. 

3. House Report No. 197, page 6: 

“This appropriation provides $65 million for repairs, renovations, and improve- 
ments for over 4,500 Federal buildings under the jurisdiction of the General Serv- 
ices Administration, and is a net increase of $9,644,450 over appropriations 
available in 1957 and a decrease of $20,500,000 in the estimates. The commit- 
tee directs that within the overall appropriation priority be given to mainte- 
nance and repair items and that projects outside the District of Columbia should 
receive priority over those within the District of Columbia. The committee 
is of the opinion that the air-conditioning program can be extended over a longer 
period of time than was proposed in the budget.” 

4. House debate (Congressional Record, Mar. 19, 1957, p. 3516, 2d column) : 

“Mr. BEAMER. One last question: Referring to the experiences we have had, 
I think Mr. Floete and his predecessor in the GSA probably have taken into ac- 
count the fact that sometimes the remodeling of a Post Office Department build- 
ing, making it available for other agencies, in a short time has amortized the 
cost, and this has acted as a saving to the Federal Government. I think it is 
very important that that be considered. 

“I can point out one illustration in my own district. I think many others 
can do the same. I am wondering if that has been suggested by the General 
Services Administration in their request for additional funds this year. Did 
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they emphasize the point that this remodeling and reconstruction work was to 
save the Government money eventually? 

“Mr. THomaAs. The gentleman is exactly right. This remodeling money and 
rehabilitation money is, perhaps, some of the best money in this whole budget. 
You have millions of dollars tied up here in property and since 1939, to be ex- 
actly right, we have neglected it. This is a very expensive item. Now, you 
are starting on a 7- or 8-year program to rehabilitate it so that you may have 
additional office space. Over the long run, it is bound to save money. I want 
to commend the gentleman for bringing up that point. The gentleman is right,” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The House bill provides for a decrease of $20,500,000 under the total of $835,- 
500,000 proposed in the budget for 1958. The effect of applying the reduction 
as directed in the House report would be to reduce from $41,850,000 to $21,350,000 
the amount proposed for continuing in 1958 the general program of permanent 
air conditioning of Federal buildings. 

The total cost of air conditioning Federal buildings is estimated at $328 million 
and $18 million was appropriated in 1957 to initiate the program. The budget 
estimate of $41,850,000 was predicated upon a program for completing the air 
conditioning in 1964. Continued annual appropriation of the reduced amount of 
$21,350,000 approved by the House for 1958 would extend the completion date 
to about 1972. 

The 1958 budget estimate would have permitted the air conditioning of 165 
buildings of which 163 are located outside the District of Columbia. They 
represent the highest priority projects in communities where climatic conditions 
warrant air conditioning. The House reduction would result in the elimination 
of about 61 of these high-priority projects and would delay the provision of im- 
proved and accepted present-day working conditions which contribute to greater 
employee efficiency. 


GSA Amendment No. 2 
REPAIR AND IMPROVEMENT, FEDERALLY OWNED BUILDINGS—TRAVEL LIMITATION 
PROPOSED AMENDMENT 
On page 9, line 14: Strike out “$250,000” and insert in lieu thereof “$290,000.” 


Budgetary data 


1958 travel limitation in budget estimate 
1957 travel limitation provided 


Change, 1957 to 1958 +200, 000 


1958 travel limitation in bill as reported to House_________-__-__--_-_- 250, 000 
CRG TOTO wisn eo AE corse coteneroee __..... +40, 000 


Amount of proposed amendment 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, page 73. 

2. House hearings : Subject not discussed. 

3. House Report No. 197, page 2: 

“In its examination of the budget estimates the committee notes that there 
are substantial increases for travel. The per diem rates were increased from 
$9 to $12 in last year’s budgets. It appears that the higher the per diem, the 
more travel, so the committee is denying all increases in travel over last year.” 
(No specific mention of GSA travel in the report. ) 

4, Congressional Record, March 19, 1957, page 3511, second column: 

“Mr. THomas. * * * By the way, there was an increase in this bill of about $5 
million in travel. That is the amount of the increase that was requested. We 
denied every penny of it. We treated everybody alike. * * * We may have to 
make some adjustments; * * * perhaps in conference we shall, but I felt I 
should inform the Members about that, because perhaps they should have & 
little bit more.” 
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JUSTIFICATION OF THE AMENDMENT 






The increase of $200,000 in travel limitation in the budget for 1958 was pred- 
icated solely on the proposed expansion of the program for renovations 
necessary to bring our buildings up to acceptable standards of conditions and 
for air conditioning where warranted by climatic conditions. None of the in- 
crease was based on the legal authorization for changes in per diem allowances 
for travel. 

Although the House reduced the budget estimate for this appropriation by 
$20,500,000, the allowance for 1958 represents an increase of 17.4 percent over 
the comparative amount for 1957. The increase of $40,000 in travel limitation 
recommended in this amendment represents an increase of 16 percent over the 
limitation for 1957, or 1.4 percent less than the increased appropriation allowance. 

Extensive travel is essential to permit the minimum biannual structural in- 
spections required for the 4,500 Federal buildings scattered throughout the 
continental United States, its Territories and possessions; for regular inspections 
of elevators and boilers; and for engineering supervision of building repairs, 
renovations, improvements, extensions, and air conditioning, most of which is 
accomplished under contracts with commercial firms. 


PAYMENTS, PusLic BUILDINGS PURCHASE CONTRACTS 


EFFECT OF REDUCTION IN APPROPRIATION IN H. RB. 6070 AS REPORTED TO THE HOUSE 






Budgetary data 
2008 Badge exutiiiate Se ee ie ee $2, 000, 000 
TOOT MBO cee ie eal bth ere eerendpbeenes 237, 000 



















CRanegc,' 20GT 46 2006s ce se ee 

3966 bill as reported to: HomeGain ee 1, 331, 100 
CGRanege ‘from budeet detittaté ee a es — 668, 900 
Change from 1957 


LEGISLATIVE HISTORY 





1. GSA justification of budget estimate, pages 88 to 91. 
2. House hearings, pages 936 to 940. 

8. House Report No. 197, page 6: 

“The bill provides an appropriation of $1,331,100 for payments of principal, 
interest, and taxes under contracts entered into pursuant to the Public Build- 
ings Purchase Contract Act of 1954. The amount provided includes purchase 
contract payments for buildings at Rock Island, Ill., Franconia, Va., and Portland, 
Oreg. The latter two buildings are already constructed and occupied by the 
Government under rental arrangements which have lease-purchase clauses in the 
present contracts. By purchasing the buildings now it is estimated that the Gov- 
ernment will spend $217,000 less in 1958 as compared with rental costs that would 
otherwise be required.” 

4. House debate (Congressional Record, Mar. 20, 1957, p. 3576, 2d col.). Note: 
House debate on this item is more pertinent to GSA Amendments Nos. 3 and 4 
which follow, and is reproduced in full under that head. 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 












As award of purchase contracts has been delayed, except for the Rock Island, 
Franconia, and Portland, Oreg., projects, payments on the other 35 projects shown 
on page 90 of the budget justifications will not be required in 1958. The amount 
of $1,331,100 in the bill as reported to the House is adequate to provide for pay- 
ments for the above 3 projects. The amount was worked out with the House sub- 
committee subsequent to the hearings. 


GSA Amendents Nos. 3 and 4 
PAYMENTS, PusLic BuILpINGs PURCHASE CONTRACTS 
PROPOSED AMENDMENT 


No. 3. On page 10, lines 18 and 19: Strike out “$9,000,000, in addition to”. 
No. 4. From page 10, line 21, through page 11, line 2: Strike out “: Provided 
further, That the contracts about to be entered into shall have been authorized 
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by the appropriate legislative committees and in amount by the Committees on 
Appropriations of the Senate and House of Representatives”. 


Budgetary data 


1958 limitation in budget: Balance of plus $9, 000, 000 
1957 limitation provided: Balance of plus 7,000,000 


Change, 1957 to 1958 plus +2, 000, 000 
1958 limitation in bill as reported: Balance of._. 12,000,000 plus 
Change in this amendment 0 
Limitation under proposed amendment 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 88 and 89. 
2. House hearings, pages 925 to 933, on status of purchase-contract program; 


pages 936 to 940, payments, public buildings purchase contracts; no discussion of 
this limitation. 


3. House Report No. 197, page 6: 

“The bill also provides for a $9 million increase in limitation on the aggregate 
annual payments for amortization of principal and interest which the Administra- 
tor is authorized to enter into for public buildings purchase contracts as proposed 
in the budget estimate. The committee has added a proviso requiring that before 
contracts are entered into they shall first have been authorized by the appropriate 
legislative committees and by the Committees on Appropriations as to amount.” 
(See 4 below for elimination of this limitation.) 

4. House debate (Congressional Record, Mar. 20, 1957, p. 3576, 2d column) : 

“The Clerk read as follows: 

“*Payments, public buildings purchase contracts: For payments of principal, 
interest, taxes, and any other obligations under contracts entered into pursuant 
to the Public Buildings Purchase Contract Act of 1954 (40 U.S. C. 356), $1,331,- 
100: Provided, That the Administrator of General Services may enter into con- 
tracts during the fiscal year 1958 for which the aggregate of annual payments 
for amortization of principal and interest thereon shall not exceed $9 million, 
in addition to the unused portion of the $12 million limitation applicable prior 
to July 1, 1957, under the Independent Offices Appropriation Act, 1957 (70 Stat. 
343): Provided further, That the contracts about to be entered into shall have 
been authorized by the appropriate legislative committees and in amount by the 
Committees on Appropriations of the Senate and House of Representatives.’ 

“Mr. Gross. Mr. Chairman, I make a point of order against the language in the 
bill beginning on page 10, line 21, which reads as follows: 

“*Provided further, That the contracts about to be entered into shall have 
been authorized by the appropriate legislative committees and in amount by the 
Committees on Appropriations of the Senate and House of Representatives.’ 

“Mr. Chairman, I make the point of order that this is legislation on an ap- 
propriation bill, therefore in violation of rules of the House. 

“Mr. THomas. Mr. Chairman, I make the point of order against the entire 
paragraph. 

“The CHAIRMAN. The point of order is well taken. The Chair sustains the 
point of order of the gentleman from Texas. 

“Mr. THomaAs, Mr. Chairman, I offer an amendment. 

“The Clerk read as follows: 

“*Amendment offered by Mr. Thomas: On page 10, after line 10, insert the 
following: ‘Payments, public buildings purchase contracts: For payments of 
principal, interest, taxes, and any other obligations under contracts entered into 
pursuant to the Public Buildings Purchase Contract Act of 1954 (40 U. S. C. 356), 
$1,331,100.” ’ 

“Mr. THomas. Mr. Chairman, this amendment reinserts the $1,331,100 that ap- 
peared in the first part of the language before it was stricken from the bill. 

“The second thing it does is knock out the $9 million limitation for the fiscal 
year 1958. The $9 million limitation is no more than a rank guess. Our guess 
is, as of today, that you will not need any of it because the President has sus- 
pended the entire program. 

“Mr. Chairman, I ask for the adoption of the amendment. 

“The CHAIRMAN. The question is on the amendment offered by the gentleman 
from Texas. 

“The amendment was agreed to.” 
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JUSTIFICATION OF THE AMENDMENTS 






Amendment No. 3 retains the language of the budget estimate to the extent of 
continuing the availability of the unused portion of the $12 million limitation 
applicable prior to July 1, 1957. The additional $9 million provided for 1958 
is omitted, which appears to be consistent with action by the House. The in- 
crease of $9 million in the limitation will not be necessary under current plans 
for the award of new purchase contracts. 

Amendment No. 4 is proposed solely for the purpose of bringing the appropria- 
tion language as reported to the House in line with that passed by the House 
with respect to the second proviso which had been added for 1958 by the House 
committee. 


CONSTRUCTION, PUBLIC BUILDINGS 


EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 





Budgetary data 
Tee Witeet. WeUrete Se ee Catal teeraeieeicamaibasal $2, 500, 000 
1957 appropriation (new item in 1958) 































i Re) | Ca ee 

JOOS Dill as reported tO HOMO. anaes cence cesta amensuinndtipel 2, 125, 000 
CPAUSS TOM. WHOS COCR EE... 00: cnpiinssntindibainaniagitiaialdaniiieaiel —375, 000 
Change from 1957 


LEGISLATIVE HISTORY 





1. GSA justification of budget estimate, pages 92 to 95. 

2. House hearings, pages 940 to 945. 

3. House Report No. 197, page 7: 

“The bill contains $2,125,000 for construction of 5 border stations for the 
Bureau of Customs and the Immigration and Naturalization Service where pres- 
ent border-station facilities are totally inadequate. In reducing the estimate 


by $375,000, the committee believes all 5 buildings can be constructed within the 
amount provided.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 





Prior to preparation of the budget estimate, the Bureau of Customs and the 
Immigration and Naturalization Service with GSA carefully reviewed the plans 
for each project and arrived at the very minimum facility for each location. The 
estimate was then prepared to provide for only those minimum requirements. 

Since the bill was reported, the plan for each location has again been reviewed 
with the agencies concerned with a view toward incorporating revisions that 
would permit construction of the 5 border stations within the $2,125,000 in the 
House bill. It was concluded that the decreased amount would not permit con- 
struction of the minimum facility required for the adequate performance of 
border-station functions at each of the five locations. 


ACQUISITION OF LAND, DIstTRIcT OF COLUMBIA 


EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 





Budgetary data 
rs: UE GUETERITG......_..... cannsessschinninesinndiaaubiaistenpsseslan tibanaisminiaaidaasiiaias $1, 675, 000 
1957 appropriation (Public Law 814, 84th Cong.) ------_----------~ 


Change in 1958 budget from 1957 





1958 bill as reported to House 
Change from budget estimate 


LEGISLATIVE HISTORY 





1. GSA justification of budget estimate, pages 96 to 99. 
2. House hearings, pages 945 to 947. 
3. House Report No. 197, page 7: 
“The committee has denied the $1,675,000 budget estimate for acquiring by 
condemnation several parcels of land in private ownership in the District of 
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Columbia opposite the site of the proposed new State Department and Civil 
Service Commission buildings. The committee does not believe it is necessary 
to acquire such properties at this time.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The denial of this item will further defer the acquisition of a small amount 
of properties required for the Northwest rectangle. The land in question will 
be the only remaining land in the Northwest rectangle area as authorized by the 
Public Buildings Act of 1926 that has not been acquired. This will not permit 
serving the best interests of the Government by forestalling further commercial 
development not in keeping with the surrounding monumental type buildings 
and assuring consistency with the original plan for the area. 


OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 
EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 
Budgetary data 


1958 budget estimate * $6, 350, 000 
1957 appropriation : 
2, 884, 400 
Pieuk proceeds Of snleG..cscnusccancccccuccascccus 1, 935, 600 
Deduct estimated unused proceeds of sales authori- 
zation 
Comparative transfer from Salaries and expenses, 
Office of Administration 


4, 315, 100 


Change in 1958 budget from comparable 1957 +-2, 034, 900 
1958 bill as reported to House * 4,960, 000 
Change from budget estimate —1, 590, 000 
Change from comparable 1957 +644, 900 


1 Includes $1,960,000 from proceeds of sale. 
2 Includes $1,600,000 from proceeds of sale. 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 101 to 136. 

2. House hearings, pages 1011 to 1056. 

3. House Report No. 197, page 7: 

“The committee recommends that the Federal Supply Service activities be 
financed in 1958 with $3,360,000 of appropriated funds and $1,600,000 from the 
proceeds of sales of surplus personal property. The total amount provided is a 
net increase of $644,900 over 1957 and a reduction of $1,390,000 in the budget 
estimate. 

“The committee has allowed no increase over 1957 in the supply standards 
program where $1,041,900 additional was requested primarily for cataloging 
items in the supply system, but such activities are continued at the current rate. 
The committee has approved the request for retirement costs for the entire pro- 
gram, and approximately one-half of the increases proposed in the estimates for 
each of the other activities except supply standards.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The effect of the House committee action on important program areas follows: 
1. Utilization and sales 


(a) Utilization activities—The House action will curtail our ability to effec- 
tively screen reported excess property, although the workload will remain con- 
stant. The effect will be to reduce the percentage of utilization achieved from 
18.7 percent to about 16 percent, and may result in agencies buying new property 
while similar items are sold as surplus by other agencies. 

(b) Sales activities—House action has the effect of denying sales assistance 
at about 14 Air Force locations from which approximately $60 million of surplus 
property will be available for sales disposal. Based on experience to date this is 
likely to reduce cash return from sales by about $2 million. 
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2. Supply standards 


The House Appropriations Committee specifically directed that supply stand- 
ards activities be maintained at the 1957 level. The effect of this action applies 
in varying degrees to three separate but interrelated functions, as follows: 

(a) Federal specifications.—These provide all Federal agencies with standards 
of quality, size, types, styles and variety of common-use items consistent with 
needs of these agencies and represent best value for the procurement dollar. 
The effect of the House action is to reduce production 25 percent. This will 
(1) defer the production of 2,000 specifications which are urgently needed, and 
(2) defer revision and amendment of existing specifications which must be kept 
up to date. 

Lack of these specifications will hamper supply support to Federal agencies 
in certain areas and will force agencies to procure the items at excessive 
cost as compared to those under a specification. As a result numerous non- 
standard items will be introduced into the system, making utilization of excess 
dificult and prevent maximum return on sale of surplus. 

For example, after the issuance of a Federal specification on floor wax the 
eost per gallon decreased, the cost of labor for application was considerably 
lowered, and the maintenance cost on floors was reduced. The safety factor was 
substantially increased. This Federal specification developed by GSA, working 
with industry, technical societies, and using agencies, provided a floor wux 
which is safer, wears better, and cuts costs. Federal specifications achieve highly 
satisfactory items at lowest possible prices. 

(b) Developmental testing.—Industry offers many new products which appear 
suitable for use by Federal agencies. Many of these are produced by small busi- 
ness firms which lack performance testing facilities. The Government must test 
these products te determine their aeceptability for Government use. The action 
of the House committee has denied funds for this purpose. This will impede 
the introduction of new industry developments in the Government’s supply 
operations. 

(c) Item identification (Federal catalog system) —Public Law 152 and sub- 
sequent enactments require establishment of a uniform Federal catalog system to 
improve efficiency in the supply activities of all agencies and promote economy. 

The budget proposes a hard-hitting 4-year program for civil agency cataloging, 
beginning in 1958 to provide a uniform name, stock number, and description 
in the Federal catalog system for all civil agency supply items. This will pro- 
vide uniform supply language and stock numbers on a <overnmentwide basis. 

The immediate urgency of GSA’s cataloging is due to the fact that the military 
have completed and are applying the Federal catalog system to their supply 
activities. Unless civil agency cataloging is intermeshed with that of the mili- 
tary and a firm schedule established for its completion, a governmentwide catalog 
system will not be available. This means the Government will not realize the 
savings possible from the most efficient expenditures of its supply dollars. 

The effect of the House action will reduce production of item identifications 
by 70 percent. Ths will defer the benefits of a single catalog system to all 
agencies, with the following results: 

(a) Reduce the amount to be recovered from sales of surplus property. 

(b) Retard effective utilization of excess personal property, causing unneces- 
sary new procurements. 

(ec) Continuance of duplicative warehousing space and records. 

(d) Hamper supply support between military and civil agencies. 

(e) Continue the use of many unrelated numbering systems within the Federal 
Government: for example, in one agency it is possible that aspirin tablets could 
have 28 different identifications and stock numbers. In addition, different num- 
bers and identifications are assigned by other civil agencies for this item. 

Deferral by the Congress of civil agency cataloging will dislocate government- 
wide supply activities by continued use of present varying and incompatible sys- 
tems in the civil agencies and a single system new in the military departments. 


3. Supply management 


The 1958 budget provided for assignment of 1 resident supply management 
specialist to each of the 12 major agencies whose programs account for approxi- 
mately 99 percent of the total supply expenditures of the civilian agencies. 

The resident supply specialist is assigned to work directly with supply per- 
sonnel of these agencies to bring about greater efficiency and economy in their 
operations. Their knowledge of the activities and needs of these agencies is 
utilized to bring about governmentwide improvement in purchasing and supply; 
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in the making of cross-servicing arrangements between agencies; and in con- 
solidating supply facilities between agencies. 

The action of the House Appropriations Committee will require the assignment 
of 1 resident specialist to 2 major agencies and will thus reduce the effec- 
tiveness by 50 percent. 








GSA Amendment No. 5 
OPERATING EXPENSES, FEDERAL SuppLY SERVICE—TRAVEL LIMITATION 
PROPOSED AMENDMENT 


On page 11, line 11: Strike out “$120,000” and insert in lieu thereof “$265,000”, 
Budgetary data 


1958 travel limitation in budget estimate___.___._______-_____________- $297, 500 
1957 travel limitation provided 


















Change 1957 to 1958 






1958 travel limitation in bill as reported to House 
Increase requested 


Amount of proposed amendment 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 108, 115, 120, 123, 128, 130, 
and 136. 

2. House hearings : Subject not discussed. 

3. House Report No. 197, page 2: 

“In its examination of the budget estimates the committee notes that there 
are substantial increases for travel. The per diem rates were increased from 
$9 to $12 in last year’s budgets. It appears that the higher the per diem, the 
more travel, so the committee is denying all increases in travel over last year.” 
(No specific mention of GSA travel in the report. ) 

4. House debate (Congressional Record, March 19, 1957, p. 3511, second 
column) : 

“Mr. THoMAsS. By the way, there was an increase in this bill of about $5 
million in travel. That is the amount of the increase that was requested. We 
denied every penny of it. We treated everybody alike * * * We may have to 
make some adjustments; * * * perhaps in conference we shall, but I felt I 
should inform the Members about that, because perhaps they should have a little 
bit more.” 












JUSTIFICATION OF THE AMENDMENT 


Justification of an increase of the travel limitation to $265,000 is as follows: 
1. Sales assistance 


Because the sales assistance program is new in 1957 and did not get underway 
on a limited basis until October 1956, and will not reach its peak level until 
May or June 1957, costs in 1957 are not a true measure of requirements in 1958. 
Sales specialists who were hired for only part of 1957 will be employed for the 
full year in 1958 and travel must be proportionally increased to rotate them 
from one selling site to another. Satisfactory results from this program can 
only be achieved by providing expert guidance at each site from the time of 
lotting and advertising through the actual sale. For example, at one such base 
direct on-the-spot participation by GSA specialists contributed to a sales return 
of 20 percent by use of improved sales techniques, as compared to 8 percent on 
previous sales. It is planned to cover over 100 selling locations in 1958 but 
adequate travel limitation is essential. 


2. Interagency motor pools 

The House committee apparently concurred in the operating plan for inter- 
agency motor pools which provides for pool operations in 44 cities, of which 16 
represent new starts in fiscal year 1958. Further, in denying other agencies 
authority to purchase additional automobiles it “ * * * urges each agency of 
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the Government to use the GSA motor pools located throughout the United States 
for meeting necessary automotive needs.” 

These 16 additional pools will be located in important cities throughout the 
United States at which GSA maintains no regional office. Accordingly, travel 


by specialists is necessary to arrange for the establishment of the pools and to 
supervise their operation. 


8. Improved supply practices 

By limiting travel to the 1957 level, the House committee has made it impos- 
sible to carry out a program it otherwise concurred in for improving supply 
practices in agencies largely in the field for which travel by management spe- 
cialists is essential. Without on-site attention we will be unable to bring about 
reduced costs of agency operations by consolidation of related activities, estab- 
lishment of cross-serving arrangements, and other management improvements. 


“EXPENSES, SUPPLY DISTRIBUTION” 
EFFECT OF REDUCTION IN APPROPRIATION IN H. RB. 6070 AS REPORTED TO THE HOUSE 


Budgetary data 
1958 budget estimate 
1957 appropriation : 
In annual act 


15, 070, 000 


Change 1957 to 1958 +4, 930, 000 
1958 bill as reported to House 17, 765, 000 
Change from budget estimate —2, , 000 
Change from 1957 +2, 695, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 137 to 160. 

2. House hearings, pages 1056 to 1085. 

3. House Report No. 197, page 7: 

“The committee has allowed $17,765,000 for operating the GSA stores located 
in each of its 10 regions. This is an increase of $2,695,000 over the 1957 ap- 
propriations and is a reduction of $2,235,000 in the budget estimate. 

“The amount approved by the committee is based on sales of $237 million. 
The contingent amount of appropriation requested based on sales of $252 million 
has not been allowed since the committee does not approve of contingent ap- 
propriations but will consider the actual need for additional funds when more 
definite information is available.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


1. Sales program 


The 1958 budget was based on a total sales program of $252 million. Testi- 
mony before the House committee (pp. 1075-1076 of the House hearings) indi- 
eated we were already operating at that annual rate, and that current trends 
pointed to possible sales of $310 million. 

Although the House report states that the amount approved by the com- 
mittee is based on a sales program of $237 million, analysis reflects that sufficient 
funds were not provided to cover essential rents and utilities services at the 
warehouses. By apportioning adequate funds for these fixed costs, the House 
allowance will finance a maximum sales program of $232 million or $20 million 
less than the $252 million proposed in the 1958 budget. 

If GSA does not sell to agencies this additional $20 million of supplies, the 
agencies themselves would be forced to procure these items in small lots in the 
open market at considerably higher prices. Based on years of experience, we 
estimate that these supply items will cost the agencies about $25.8 million in- 
stead of $20 million if provided through our facilities, or an added cost of $5.8 
million, 


90699—57——_8 
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2. Nonrecurring costs 


The budget requested $305,000 to provide certain nonrecurring fire and safety 


measures to limit hazards to our programed stock of more than $50 million in 
the warehouses, 


While the House report is silent on the subject, we interpret its intent was 
to channel all funds into operations, thus denying the funds requested for fire 


and safety measures. The $232 million sales estimate discussed above under 
“Sales program” is based on that assumption. 


The effect of this action is that as a noninsurer the Government will be as- 
suming a higher than normal risk because of the stocking of highly flammable 


commodities in poorly protected warehouses. 
GSA Amendment No. 6 


ExPENSES, SuppPLY DISTRIBUTION—-TRAVEL LIMITATION 
PROPOSED AMENDMENT 
On page 12, line 2: Strike out “$110,000” and insert in lieu thereof “$137,800.” 


Budgetary data 
1958 travel limitation in budget estimate 


Er necigsiscceisnearuaneseaipaange inn aadaleasianseee $137, 800 
re Te SRMMER UMUC TORR PECs VWI arrears oo ces hare rece Secreta nieceten 110, 000 
IIS SCD 2 00h at sets scan eps rectal a ciabnpGmeaiasie +27, 800 
1958 travel limitation,in bill as reported to House_________-________- 110, 000 
icine enna einen +27, 800 
BIDOURE OF DECHOROT TN vsti eitiireir prince nnigienics 137, 800 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 143, 151, 154, and 160. 

2. House hearings: Subject not discussed. 

3. House Report No. 197, page 2: 

“In its examination of the budget estimates the committee notes that there 
are substantial increases for travel. The per diem rates were increased from 
$9 to $12 in last year’s budgets. It appears that the higher the per diem, the 
more travel, so the committee is denying all increases in travel over last year.” 
(No specific mention of GSA travel in the report. ) 

4. House debate (Congressional Record, March 19, 1957, p. 3511, 2d column): 

“Mr. THomas * * * By the way, there was an increase in this bill of about 
$5 million in travel. That is the amount of the increase that was requested. 
We denied every penny of it. We treated everybody alike * * *. We may 
have to make some adjustments; * * * perhaps in conference we shall, but I 
felt I should inform the Members about that, because perhaps they should have 
a little bit more.” 


JUSTIFICATION OF THE AMENDMENT 


The House bill placed a limit of $110,000 on travel costs, the same amount as 
in 1957, despite its recognition of expanding program operations by over 20 
percent. To perform these operations properly $137,800 is the minimum needed 
for efficient operations. GSA, like any industrial concern with operating branch 
offices, must perform a considerable amount of travel. For example, inspectors 
must do their work at plants of many manufacturers holding Government con- 
tracts to assure quality of merchandise procured. A small industrial engineering 
staff must travel constantly performing their work at the 12 stores depots 
throughout the country. Materials handling specialists, inventory management 
specialists, and others work out of the central office at field locations. The effect 
of curtailing travel would be false economy because it may allow shipment by 
suppliers of goods not in conformance with contract specifications, will increase 


the number of rejections at destination, and will interfere with timely delivery 
of supplies to customer agencies. 
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GENERAL SuppLty Funp (CApirAaL) 


EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 





Budgetary data 
een Pradeet wettm ate. dis ili been Lael $25, 000, 000 
er CN nicest inch tcenstinhintecaicilie dette 18, 000, 000 
Change 1067: 601006 us sii ee eee +7, 000, 000 
aoee bill a8 reported to House... cence cewenenacttldbitaelll 12, 500, 000 
re TPM DOUNSS GHCINRIO. ooo ene anddinomineanl —12, 500, 000 
@hange from 10671 s..6s oe a kee +5, 500, 000 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 161-168. 

2. House hearings, pages 1086-1090. 

8. House Report No. 197, page 7: 

“Continued expansion of the sales and motor-pool programs require an in- 
crease in capitalization of the supply fund. The committee has allowed $12,- 
500,000, a reduction of $12,500,000 in the estimate, which will bring the capital 
investiment of the United States Government in the fund to $77,400,000.” 

4, House debate: See statement below. 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The House report agrees that continued expansion of the sales and motor- 
pool program requires an increase in capitalization of the general supply fund, 
allows only 50 percent of the amount requested, and does not specify where it 
applied the 50 percent reduction of $12.5 million. 

On page 2 the report does however say “The committee has denied all requests 
(of other agencies) for additional automobiles and it urges each agency of the 
Government to use GSA motor pools located throughout the United States for 
meeting necessary automotive needs” (paranthetical insert added). The com- 
mittee also allowed substantially all the funds requested for development of 
additional motor pools. Later, during debate in the House (p. 3511 of the 
Congressional Record for March 19, 1957, second column), after mentioning 
the denial of automobiles to other agencies, the subcommittee chairman said, 
“We did approve an item for the car pools of about 800 additoinal automobiles. 
Every time you put 1 in the car pool, you take out 2 from the agencies.” 

The foregoing analysis leads to the conclusion that the committee allowed 
the full amount requested for motor pools and intended the entire reduction of 
$12.5 million to apply to inventories. This will make it impossible for us to 
maintain adequate stocks and force us to ship incomplete orders. It also means 
double handling of paperwork when the reorders are received. 


OPERATING EXPENSES, NATIONAL ARCHIVES AND REcoRDS SERVICE 
EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 


Budgetary data 
1958 budget estimate 


rag pe-anngsaterssptecsc gti lotic inimical a ae ae $7, 600, 000 
pg” eter - peered brett cipal sine nce $6, 893, 650 
Comparative transfer from “Salaries and expenses, Of- 
i Ro gi ERE et be ete tact el et 11, 800 
6, 905, 450 
Change in 1958 Budget from comparable 1957_____________ +694, 550 
eee ee OE 00 TOE Sok ani aeinaletatthiiatl id oes 7, 254, 500 
EE, EAR eT —345, 500 
Change from comparable 1957 


prrey-en soca onnteraitidini caidas easiness tli oniadMlbssii +349, 050 
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LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 169 to 194. 

2. House hearings, pages 1090 to 1116. 

3. House Report No. 197, pages 7 and 8: “The bill provides $7,254,500 for the 
National Archives and Records Service, including 10 regional records centers and 
5 annexes; the Franklin D. Roosevelt Library; and the new Harry 8. Truman 
Library. The increase over 1957 provides for retirement costs and $55,000 for 
staffing the Truman Library, which will open shortly. The committee directs 
that the $55,000 requested in this item for operating and maintenance costs of the 
new library shall be financed from the appropriation for operating expenses, 
Public Buildings Service.” 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


Records centers 


The effect of the House committee action is to prevent the transfer of 150,000 
cubic feet of records from other agencies to much cheaper space in the centers. 
This in turn will prevent the release for reuse of some 40,000 square feet of agency 
office space, 40,000 square feet of agency storage space, about 11,000 filing cabi- 
nets, and 5,000 transfer cases. 


Presidential libraries 
The House action of reducing the request for the Truman library from $110,000 


to $55,000, with the provision that Public Buildings Service shall finance the cost 
of space maintenance, has the effect of further reducing the Public Buildings 
Service budget by $55,000. 
GSA Amendment No. 7 
OPERATING EXPENSES, NATIONAL ARCHIVES AND RecorDs SERVICE 
PROPOSED AMENDMENT 
On page 12, line 11: Strike out “$44,750” and insert in lieu thereof “$59,300”. 


Budgetary data 





1958 travel limitation in budget estimate_......_...._______.______ $59, 300 
OPED RMIT, TUMEUR UREA! TAU RI a, «sac cseedii ima 44, 750 
RNIN, RG OD I ate aaah hiaitthica gpk hac pissin ctionner thence ei +14, 550 
1958 travel limitation in bill as reported to House__-.-.._._--__---_ 44, 750 
RCCURIINS: NII one ee i eel gies ee nhbbilindiad pal +14, 550 
Amount of proposed amendment___.....______________ 59, 300 


LEGISLATIVE HISTORY 


1. GSA justification of budget eshtimate, pages 172, 179, 184, 188, and 194. 

2. House hearings: Subject not discussed. 

3. House Report No. 197, page 2: 

“In its examination of the budget estimates the committee notes that there 
are substantial increases for travel. The per diem rates were increased from $9 
to $12 in last year’s budgets. It appears that the higher the per diem, the more 
travel, so the committee is denying all increases in travel over last year.” (No 
specific mention of GSA travel in the report.) 

4. House debate (Congressional Record, March 19, 1957, p. 3511, second 
column) : 

“Mr. THomMas. * * * by the way, there was an increase in this bill of about $5 
million in travel. That is the amount of the increase that was requested. We 
denied every penny of it. We treated everybody alike * * *. We may have 
to make some adjustments; * * * perhaps in conference we shall, but I felt I 


should inform the Members about that, because perhaps they should have & 
little bit more.” 
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JUSTIFICATION OF THE AMENDMENT 


The House action of reducing travel limitation will impede progress in effect- 
ing the recommendations of the Hoover Commission relating to paperwork man- 
agement. Governmentwide campaigns in specific areas, offering greatest oppor- 
tunities for improvement and savings, are being conducted through specialized 
“workshops” held in key cities throughout the country. Regional workshops on 
correspondence management which began in January 1957 will continue into 
fiscal year 1958. Additional workshops covering mail operations and forms con- 
trol are also scheduled for 1958. The travel limitation requested in the 1958 
pudget is urgently needed to carry out this program. Restoration of $14,550 in 
full is recommended. 


OPERATING EXPENSES, TRANSPORTATION AND PUBLIC UTILITIES SERVICE 
EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO THE HOUSE 


Budgetary data 


1958 budget estimate 

1957 appropriation 

Comparative transfer from “Salaries and expenses, 
Office of Administrator” 


Change in 1958 budget from comparable 1957 
1958 bill as reported to House 
Change from budget estimate 
Change from comparable 1957 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 195 to 211. 

2. House hearings, pages 1116 to 1138. 

3. House Report No. 197, page 8: 

“The bill contains $1,330,000 for this program in 1958, a reduction of $370,000 
in the budget estimate and an increase of $78,900 over 1957. The amount ap- 
proved is equal to the sum provided in 1957 plus the payment for retirement costs. 
The committee is of the opinion that this is a good program and eventually it 
will result in savings to the Government as the Service acquires more experienced 
personnel.” 

EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


The House report clearly restricts operations to the 1957 level; however, its 
meaning becomes obscure when it says, “this is a good program and eventually 
it will result in savings to the Government as the Service acquires more ex- 
perienced personnel.” [Italic supplied.] 

Service operations are conducted by competent personnel, whose average train- 
ing and experience in the transportation and public-utilities fields is 27 years. 
Their record as consistent “money savers” since creation of GSA, as reported 
annually to the congressional Appropriations Committees, is impressive. For 
convenience of the committee, citations to previously reported transportation 
savings follow: 


Savings Savings 
Fiscal year: (millions) | Fiscal year: (millions) 


The effect of the House action will: 

(1) Make it impossible to extend coverage of transportation services and pre- 
vent realization of additional savings of about $2 million in 1958. 

(2) Drastically curtail a comprehensive survey program of civilian agencies’ 
transportation and utilities operations to develop a sound overall program of 
improvements. 

(3) Make it impossible for us to strengthen our technical and legal represen- 
tation at rate proceedings before Federal and State regulatory bodies as directed 
last year by the Senate Subcommittee for Independent Offices. 
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GSA Amendment No. 8 


OPERATING EXPENSES, TRANSPORATATION AND PusBLic UtTiiTires SERVICE—TRAVED 
LIMITATION 


PROPOSED AMENDMENT 
On page 12, line 16: Strike out “$25,000” and insert in lieu thereof “$30,000.” 


Budgetary data 


1958 travel limitation in budget estimate 
1957 travel limitation provided 


Change 1957 to 1958 
1958 travel limitation in bill as reported to House 
Increase requested 


Amount of proposed amendment 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 200, 203, 205, and 211. 

2. House hearings : Subject not discussed. 

3. House Report No. 197, page 2: “In its examination of the budget estimates 
the committee notes that there are substantial increases for travel. The per diem 
rates were increased from $9 to $12 in last year’s budgets. It appears that the 
higher the per diem, the more travel, so the committee is denying all increases in 
travel over last year.” (No specific mention of GSA travel in the report.) 

4. House debate (Congressional Record, March 19, 1957, p. 3511, 2d column), 

“Mr. THOMAS. * * * By the way, there was an increase in this bill of about 
$5 million in travel. That is the amount of the increase that was requested. We 
denied every penny of it. We treated everybody alike * * *. We may have 
to make some adjustments; * * * perhaps in conference we shall, but I felt I 
should inform the Members about that, because perhaps they should have a little 
bit more.” 

JUSTIFICATION OF THE AMENDMENT 


Travel requirements for the overall program contemplated in the 1958 budget, 
especially to provide adequate attendance at regulatory body hearings and con- 
duct of agencies’ surveys, is $47,500. Based on the program cutback made in the 
appropriation, we estimate that $30,000 is the minimum amount required to effee- 
tively carry out a balanced program. 

Provision of $30,000 is recommended in lieu of $25,000 allowed in the House 
bill. 

STRATEGIC AND CRITICAL MATERIALS 


EFFECT OF REDUCTION IN APPROPRIATION IN H. R. 6070 AS REPORTED TO HOUSE 
Budgetary history 


1958 budget estimate (gross program total, $359,627,000) 
1957 appropriation (gross program total, $331,392,118) 


Change 1957 to 1958 (gross program total, +$28.234,882)__ +130, 000, 000 
1958 bill as reported (gross program total, $248,627,000) 19, 000, 000 
Change from budget (gross program total, —$111,000,000) —111, 000, 000 
Change from 1957 (gross program total, —$82,765,118 
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LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 212-246. 
2. House hearings, pages 948-1006, also 858, 860, 1178-1180, and 1185. 

3. House Report No. 197, page 8: 

“The budget program for this item in 1958 is $359,627,000, which includes a 
$130 million appropriation, a carryover of $145,680,000 from 1957, and lesser 
funds from other sources. The committee recommends for appropriation $19 
million. 

“The value of all strategic materials of stockpile grade in United States 
Government inventories on June 30, 1957, is estimated at $7.2 billion. An addi- 
tional $265 million of nonstockpile grade materials is in the strategic and critical 
material stockpile and Defense Production Act program inventories, and mate- 
rials valued at $970 million are on order, or a total of over $8.4 billion at the 
beginning of fiscal year 1958. On June 30, 1958, it was estimated that the mini- 
mum objective will be obtained on 51 commodities out of 72 stockpile materials. 
These 51 materials are the basic items. Eighty-one percent of the minimum 
stockpile requirement is in the warehouse or on order.” 

4. House debate (Congressional Record, Mar. 19, 1957, pps. 3512, 3513, 
3521, 3522, 3541-3543, excerpts from which follow) : 

Page 3512, third column: 

“Mr. Davis of Georgia. * * * I want to ask the gentleman about the sum 
put in the bill for strategic and critical materials for the General Services Ad- 
ministration. I notice in the hearings that there is brought over into the 1958 
fiscal year unobligated funds in the sum of $145,680,000. 

“Mr. THoMAS. That is correct. 

“Mr. Davis of Georgia. The agency asked for $130 million, and you cut it to 
$19 million? 

“Mr. THomMAS. That is correct. 

“Mr. Davis of Georgia. Would it not be possible to also eliminate that $19 
million? 

“Mr. THomas. The answer is ‘Yes,’ in my judgment.” 

Page 3513, second column : 

“Mr. VuRSELL. * * * Since the inventory of the strategic materials on June 


80, 1957, is estimated at $7.2 billion, * * * the committee felt the additional $19 
million was sufficient.” 


Page 3521, first column: 

“Mr. Jonas. There are several areas of possible controversy in the bill before 
you for consideration today. They are: * * *; (3) GSA over the cut made in 
funds to stockpile strategic and critical materials; * * *” 

Page 3522, first column: 

“Mr. Jonas. * * * I see the report fails to make that clear, that it was the 
intention of the subcommittee to say to GSA that we expect them to use the money 
that is carried over, plus the money that is included in this bill insofar as possi- 
ble to bring up to minimum requirements the critical and strategic materials 
that are still in short supply instead of trying to acquire more materials that 
are well above minimum requirements and approaching maximum objec- 
tives. * * * 

“Mr. THomas. I think that is exactly what they should do with the remain- 
ing money they have * * *, 


* e = * * « ® 


“Mr. THomas. * * * I think we ought to spend that money in the budget, 
around $145 million, for those items where we have reached only minimum 
requirements; then, as far as I am concerned, we ought to stop and take a long 
look beginning next year and see if we cannot wind up the program.” 

Congressional Record, March 20, 1957, pages 3576, 3577 : 

Page 3577, first column: 

“Mr. Davis of Georgia. Mr. Chairman, I offer an amendment. 

“The clerk read as follows: 

“ ‘Amendment offered by Mr. Davis of Georgia: On page 13, line 8, strike out 
*$19,000,000”.’ 


o om * * * * > 


“Mr. Davis of Georgia. My amendment will eliminate from this bill an item 
of $19 million for the purchase of critical and strategic material. This appropri- 
ation is not needed. 
© * 








. s * 
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“Mr. THoMAs, * * * the committee will accept your amendment with the reser- 
vation that when we go to conference, if anything develops between now and 
then, we reserve the right to restore that amount in the bill, and, if not, we will 
leave it out. 

“The amendment was agreed to.” 


[Millions of dollars] 
Minimum Long term 


objective (increment) 





Open market___-- Saint aihataiatanaaaa eo 31. 37. 4 68.4 
CCC (barter) -- : Jui €8 37.2 105. 4 
DPA expansion contracts -_- ‘ sda ina cee 5. 26.0 71.4 


Powe 2c .t. 5a Sensperanilness healers . 100. 6 245.2 


Additional details of the effect of the reduction is classified information but 
will be presented at the hearings. 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 


It is expected that the reduction of $130 million in 1958 resulting from action 
of the House Appropriations Committee and the House would have to be applied 
as follows: 


IE i cena $128, 200, 000 
TE On MUNN ENER Oe oie ee Set eae 825, 000 
Storage of materials 500 ,000 
Orn rnmnenr CONUU 8 a ear et  nk ateeen dsed mapereaeneeaciguanen 475, 000 


Total reduction 130, 000, 000 


~~ 


The approximate $145.7 million carryover plus $6.5 million anticipated recoy- 
eries from prior year obligations would be used as follows: 


Payeecat tavencers Or mnverrmas. Se 
Operating expenses (total) 


Total 152, 200, 000 


The $245.2 million in the budget estimate for acquisition of materials was dis- 
tributed by source and between minimum and long term (increment) objectives 
as follows: 


STRATEGIC AND CRITICAL MATERIALS—OPERATING EXPENSES LIMITATION 


EFFECT OF REDUCTION IN OPERATING LIMITATION IN H. R. 6070 AS REPORTED THE THE 
HOUSE 


Budgetary data 


1958 amount included in total request 
1957 amount under limitation 
Comparative transfer from salaries and expenses Office 
of Administration 27, 500 
Comparative increase for contributions to retirement . 
fund 


Change in 1958 budget from comparable 1957 
As Nn RANE CONGR GD, OU i a ese wiinencducnaasarmoen 
Change for budget estimate 
Change from comparable 1957 
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LEGISLATIVE HISTORY 





. GSA Justification of Budget Estimate, pages 223 and 232. 
2. House hearings, pages 983 to 986 and 1000 to 1004. 
. House Report No. 197: Subject not discussed. 


* 


wr 


EFFECT OF REDUCTION BELOW BUDGET ESTIMATE 























Increases were requested in this category to cover the administration of the 
physical inventory program, more adequate supervision of storage activities and 
the new requirement for contribution to the civil service retirement fund. 

Action of the House Appropriations Committee and the House in reducing 
available obligating authority of $130 million will result in reduced acquisition 
of materials in 1958. This will permit savings in staff planned for procure- 
ment, storage preparation, and inspection activities. This will be sufficient to 
absorb the reduction in the allowance for operating expenses without detriment 
to the overall strategic and critical materials program. 

In case any substantial amount should be provided for the procurement of 
materials in excess of the amount reported to the House, an increase in this 
operating expenses limitation and in the travel limitation would be warranted 
and necessary. 

GSA Amendments Nos. 9, 10, 11 


STRATEGIC AND CRITICAL MATERIALS 


PROPOSED AMENDMENT 





No. 9: On page 12, beginning on line 18: Strike out “For necessary expenses in” 
and substitute in lieu thereof ‘‘Funds available for’. 


No. 10: On page 12, line 20: After “1946” strike out “including” and insert 
“during the current fiscal year shall be available for”. 


No. 11: On page 13, line 8: After “(b))” strike out the comma and “$19,000,000, 
to remain available until expended”. 


Budgetary data 
None involved. 


LEGISLATIVE HISTORY 






1. GSA Justification of Budget Estimate, page 219. 

2. House Hearings: Subject of language not discussed. 

3. House Report No. 197: No mention of changes in language. 

4. House debate. (Congressional Record, March 20, 1957, page 3577, lst 
column ) : 

“Mr. Davis of Georgia. Mr. Chairman, I offer an amendment. 

“The Clerk read as follows: 

“Amendment offered by Mr. Davis of Georgia: On page 13, line 8, strike out 
$19,000,000". * * * 

“Mr. Tuomas. * * * the committee will accept your amendment with the 
reservation that when we go to conference, if anything develops between now and 
then, we reserve the right to restore that amount in the bill, and, if not, we will 
leave it out. * * * 

“The amendment was agreed to.” 

















JUSTIFICATION OF THE AMENDMENT 











In view of the House action striking out the appropriation amount, the residual 
language is no longer appropriate. The proposed amendment reverts to the 
phraseology used for the 1957 appropriation language in which no new funds 
were provided. 


GSA Amendment No. 12 
ABacA FIBER PROGRAM—ADMINISTRATIVE EXPENSE LIMITATION 
PROPOSED AMENDMENT 


On page 13, line 21: Strike out “$47,000” and insert in lieu thereof “$94,500”. 
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Budgetary data 


1958 Administrative expenses limitation in Budget estimate 
1957 Administrative expenses limitation provided 


Change 1957 to 1958 


1958 Administrative expenses limitation in bill as reported to House---- 
Increase requested 


Amount of proposed amendment 


LEGISLATIVE HISTORY 


1. GSA Justification of Budget Estimate, pages 247 to 250. 

2. House hearings, pages 1006-1010. 

3. House Report No. 197, page 8: 

“Abaca fiber program.—The bill limits administrative expenses for this pro- 
gram to $47,000 in 1958, a reduction of $53,000 in the 1957 authorization and 
$47,500 less than the budget estimate. The budget program contemplates having 
15,000 acres of abaca under cultivation which will produce 9,800,000 pounds of 
abaca fiber. The cumulative loss in this program from 1954 through 1958 is 
estimated at $8,939,000. The committee questions whether it is necessary to con- 
tinue to subsidize this program indefinitely, and directs that alternative possi- 
bilities be reviewed to provide for stockpile needs so this program can be liq- 
uidated.” 

JUSTIFICATION OF THE AMENDMENT 


This amendment proposes full restoration of the allowance for administrative 
expenses to the amount included in the budget estimate. 

Funds requested in the budget estimate would provide for 5 people in 1958, a 
reduction from a high of 11 in previous years. This covers 3 program specialists 
in Washington, a field representative in Central America, and 1 stenographer. 
For administrative operations the budget estimate would finance approximately 
5 clerical people to provide for all financial, administrative, and legal services, 
a reduction of more than 40 percent from 1956. 

The House committee reduction would necessitate cutting this staff in half, 
and would not leave enough personnel to carry out minimum responsibilities 
for the program. 

The need for continuation of the production of abaca in Central America, as 
one of the means of meeting strategic requirements for this material, is under 
active consideration by the Office of Defense Mobilization. If a decision should 
be made to discontinue this program, requirements for liquidation of the Gov- 
ernment’s interests would constitute a greater workload in 1958 than provided 
for in the budget estimate. 


QSA Amendment No. 18 
ADMINISTRATIVE OPERATIONS FUND—LIMITATION 
PROPOSED AMENDMENT 


On page 14, lines 23-24: Strike out “$10,230,000” and insert in lieu thereof 
“$10,830,000.” 
Budgetary data 


1958 limitation in budget estimate $11, 600, 000 
1957 limitation: 
In annual act $9, 540, 375 
Comparative transfer from salary and expenses, 
Office of Administrator 196, 500 
TEU i een —160, 975 


Change in 1958 from comparable 1957 


1958 limitation in bill as reported to House________-_-_--_________ 10, 230, 000 
Increase requested +600, 000 


Amount of proposed amendment 
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LEGISLATIVE HISTORY 


1. GSA justification of budget estimates, pages 265 to 271. 

2. House hearings, pages 1142 to 1162. 

8. House Report No. 197, page 8: 

“The committee has allowed $10,230,000 for the financial, administrative, legal, 
and planning services required to support all programs of the General Services 
Administration in 1958. This is the same amount as in 1957, plus retirement costs, 
and is a reduction of $1,370,000 in the budget estimate.” 


JUSTIFICATION OF THE AMENDMENT 


The amendment provides for partial restoration of less than 50 percent of the 
House cut from the budget estimate. The House action in placing the limitation 
for 1958 at the 1957 level (plus retirement fund costs) has in effect not provided 
for administrative operations support of program increases authorized in several 
appropriations. 

Specifically, the increase over the limitation in the House bill is necessary to 
provide for the following requirements in 1958: 

Financial services 

1. To provide for expanding the coverage of the real property inventory pro- 
gram to include real properties leased to the Federal Government, and for deter- 
mining the jurisdictional status of Government-owned property, $31,500. 

2. Partial restoration of the reduction of $464,000 in accounting operations 
which would have limited accounting services to approximately the 1957 level 
although increases for several programs requiring accounting services were ap- 
proved by the House, $190,800. 

3. Partial restoration to provide for basic audit coverage of GSA activities, and 
for audit of contracts, an activity which in 1956 generated economies of over $1 
million attributable to elimination of improper charges by contractors, collec- 
tion of additional revenues from leasing of Government-owned properties, and 
prevention of unnecessary expenditures on contracts, $47,700. 


Planning and management services 


Partial restoration is requested to provide increased assistance to small busi- 
ness in connection with Government procurement, $72,900. 


Administrative services 

1. Partial restoration of reduction in personnel activity to provide for more 
effective services in areas of training, classification, recruitment and placement 
and for additional support in program operations authorized by the House, 
$87,900. 

2, Partial restoration to provide office services consistent with program levels 
approved by the House, $60,600. 

3. Provide for 11 positions in compliance and security functions that prior 
to 1958 are being financed under other GSA appropriations, $45,900. 
Legal services 


Restoration of funds to provide for a special project to modernize laws relat- 
ing to the responsibilities of GSA in the field of real property management, 
$62,700. 
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GSA Amendment No. 14 
ADMINISTRATIVE OPERATIONS FUND—TRAVEL LIMITATION 


PROPOSED AMENDMENT 


On page 14, line 24: Strike out “$137,700” and insert in lieu thereof $200,000”, 


Budgetary data 


1958 travel limitation in budget estimate 

1957 travel limitation in annual act 

Comparative transfer from “Salaries and expenses, Office of 
Administrator” 


Change 1957 to 1958 


1958 travel limitation in bill as reported to House_______________-____ 137, 700 
Increase requested 


Amount of proposed amendment 


LEGISLATIVE HISTORY 


1. GSA justification of budget estimate, pages 267 to 268. 

2. House hearings : Subject not discussed. 

38. House Report No. 197, page 2: 

“In its examination of the budget estimates the committee notes that there are 
substantial increases for travel. The per diem rates were increased from $9 
to $12 in last year’s budgets. It appears that the higher the per diem, the more 
travel, so the committee is denying all increases in travel over last year.” (No 
specific mention of GSA travel in the report.) 

4. House debate (Congressional Record March 19, 1957, p. 3511, 2d column) 

“Mr. THomaAs * * * By the way, there was an increase in this bill of about 
$5 million in travel. That is the amount of the increase that was requested. 
We denied every penny of it. We treated everybody alike * * * We may have 
to make some adjustments * * * perhaps in conference we shall, but I felt I 
should inform the Members about that, because perhaps they should have a little 
bit more.” 

JUSTIFICATION OF THE AMENDMENT 


The amendment provides for partial restoration of the House cut. The House 
allowed the same amount for 1958 as specified in the 1957 appropriation language, 
and overlooked a comparative transfer of $7,000 for travel of regional com- 
missioners financed during 1957 from “Salaries and expenses, Office of ad- 
ministrator.” The House also provided for expansion in 1958 in several program 
appropriations, but failed to authorize any increase in the travel limitation for 
the financial, administrative, legal, and planning services required to support the 
programs, 

The essential additional travel limitation is described on the following page; 


. Comparative transfer for travel of regional commissioners financed 
in 1957 from “Salaries and expenses, Office of Administrator” 

. Additional travel for regional commissioners, essential to more 
effective supervision of activities in the field ‘ 

. Attendance at hearings on traffic and utility rates___._.-..__._._._._______ 

. Additional travel for compliance and security activities_._...._._..____ 

. Agencywide participation in Civil Service Commission’s intern pro- 


9, 500 
. Financial, administrative, legal, and planning services in connection 
Wit TRCEORSOG GUCTACINE DIGETEINE 4. W852. cei cece 23, 700 


Total increase in limitation 
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GSA Amendment No. 15 
GENERAL PROVISIONS 


PROPOSED AMENDMENT 






On page 15, between lines 3 and 4, insert the following paragraph : 
“Not to exceed 5 per centum uf any appropriation made available to the Gen- 
eral Services Administration for the current fiscal year by this Act may be trans- 
ferred to any other such appropriation, but no such appropriation shall be 
thereby increased more than 5 per centum.” 






Budgetary data 
None applicable. 
LEGISLATIVE HISTORY 
None. 
JUSTIFICATION OF THE AMENDMENT 















This new paragraph is proposed to provide authority to make small adjust- 
ments between appropriations in the annual act in order to accomplish the 
most effective utilization of funds under reduced appropriations. The proposed 
language would limit this authority to a decrease or increase of not to exceed 5 
percent in any item. 

Such adjustments would make it possible to alleviate to some degree the effects 
of reductions in appropriations and contribute toward greater economy by avoid- 
ing curtained progress in the more profitable fields. Adjustment in the appropria- 
tions will also provide a small measure of aid in keeping financing in line with 
ehanges in workload which are inevitable in budgetary plans made so far in 
advance of performance. 


R&suME oF STATEMENT 



















Mr. Fioerre. The statement itself is divided into two general sec- 
tions. The first part of it merely deals with the general matters re- 
lating to GSA and points out the size of the operation, the manner 
in which we are trying to operate it on a strictly business basis. 

It points out the plans for the Public Buildings Service which are 
all designed to actually give much better service than we have been 
able to give in the past. It is the same thing with Federal Supply 
Service which is expanding very rapidly and which I believe is a very 
good indication because wherever we buy for the civilian or military 
agencies we have been able to achieve very substantial reductions in 
costs so the overall effect of these additional purchases by these de- 
partments and agencies have been very beneficial to the Government 
as a whole. 

Senator Knowrianp. Has there been any estimate of the amount of 
saving that-has resulted through this combined purchasing? 


SAVINGS FROM SUPPLY DISTRIBUTION 













Mr. Fiorre. We can only generalize on that. Roughly, we feel that 
particularly with the civilian agencies we can accomplish savings 
through our supply distribution system of from 20 to 25 percent. That 
is only an approximation but it is based on what figures we have been 
able to obtain in cases where they made direct purchases. 

Here is a figure given me, that the savings estimated for 1957 are 
$56 million and they were approximately the same in 1956. That is 
roughly 25 percent, you see. 

Senator Know.anp. That is an important saving in this income tax 
period we are coming into; $56 million is not to be ignored. 
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RECORDS OPERATIONS NEARING GOAL 


Mr. Fiorre. The National Archives and Records Service continues 
to expand its record operations. The Hoover Commission recom- 
mended that a certain percentage in storage in record centers be ac- 
complished over a period of years and they estimated that 50 per- 
cent would be a desirable goal. 

We are about 43 or 44 percent now, but the budget estimate provides 
at the end of 1958 to get up to 46 percent and we had hoped to accom- 
plish the 50 percent goal the following year. 


USE OF MICROFILMING 


Senator Know.anp. How much is being done on records and ar- 
chives of microfilming and saving of space in that way ? 

Mr. Fiorrr. Dr. Grover, of National Archives, is here and he could 
speak more expertly on that. 

Mr. Grover. Mr. Chairman, we are using some microfilm in our 
preservation and repair program to film records that are in a state of 
deterioration. 

It is not a very large program. It runs about $60,000 a year; that 
is, in our current budget. We had some additional funds to expand 
that preservation program in the budget estimate. We made a com- 
plete survey on all of the several hundred million records in the 
National Archives and we came out with the conclusion that 13 million 
right now needed preservation either through microfilming or repair 
of some kind. 

We requested a 10-year program on that in 1957. It was reduced by 
the Budget Bureau to a 14-year program rate in the 1958 budget, and 
it is now a 20-year program on the basis of the House cut. 


MICROFILMING CONFEDERATE RECORDS 


Senator Know.anp. I havea letter from Senator Stennis, of Missis- 
sippi, a memorandum addressed to Mr. Earl Cooper, our staff member, 
He says: 

You will recall that earlier members of my staff had contacted you with regard 
to inclusion in the independent offices appropriation bill, H. R. 6070, a specific 
item for the microfilming of Confederate service records, the originals of which 
are now in custody of the National Archives and Records Service of General 
Services Administration. I would appreciate it if you would prepare this item 
in the form of an amendment permitting this work to be undertaken. 

The amount involved is $65,000 for each of the next 3 fiscal years. 

Has any work been contemplated in that regard? 

Mr. Grover. We have no funds in this budget for that purpose, Mr. 
Chairman. There are about 23 million documents involved in the serv- 
ice records they are referring to there. They are in a good state of 
preservation and while we like to see records in the National Archives 
published on microfilm—lI would like to see the entire content of the 
National Archives Building on microfilm—it is a question of money 
and timing. 

We have been asked by various groups what it would cost to micro- 
film these Confederate records. Our estimate of the cost is about 
$200,000 to make negative copies by microfilm. From that negative we 
could sell a positive copy of the entire group of records for $14,000, 
but the initial investment of $200,000 is, of course, more than we can 
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possibly finance from our regular appropriation. To do the job, that 
would have to be spread over a period of 3 or 4 years. It would not be 
practical to do it in 1 year. 

Senator Know1anp. I suppose there are various types of records 
that you have custody of with the National Archives. There must be 
some which have a higher priority, obviously, over the others. 

Mr. Grover. That is right, 


SAFEGUARDING VITAL RECORDS 


Senator Know.anp. What is the general feeling of your people, 
and the discussions you have had, for instance, with the Civil De: 
fense, as to what the safeguarding procedures are there on the most 
valuable records in the event of atomic destruction in Washington, 
and how much protection through vaults and otherwise these more 
urgent and important records would have ? 

Mr. Grover. We have a plan covering all records in the National 
Archives, Mr. Chairman, involving the evacuation of certain materials 
if we have the opportunity to do so. We could not possibly microfilm 
all of them. So we are giving priority to microfilming those records 
which we have to microfilm to save, you see. That is a matter of 
preservation, 

The Confederate records involved here, as I say, are in a good state 
of preservation, and they would be rather low in our priority list. 

Senator Knowianp. What I am again directing my question to is 
the higher priorities. You do have a program for microfilming them, 
and I assume you would not keep the microfilms in the same place 
necessarily where the archives are located. They should be at some 
alternative location. 


Mr. Grover. That is right, Mr. Chairman, and we do have an alter- 
native location where we store security copies of microfilms. 


STATEMENT OF HoN. JOHN STENNIS 


In connection with the subcommittee’s consideration of H. R. 6070, I believe 
that an additional item should be included by way of an amendment to this bill 
for reproduction of Confederate military service records now in custody of the 
National Archives and Records Service. 

In making this request, I am aware that it is the policy of General Services 
Administration, in view of limited funds requested for reproduction of important 
historical documents in the custody of the Archives, to assign priority for preser- 
vation and repair to those documents in advanced state of deterioration. This 
is commendable. 

In connection with Confederate service records, however, I feel that a different 
problem is presented in that the United Daughters of the Confederacy and other 
interested and patriotic groups have an interest in local access to the information 
contained in these records. A search of these records for genealogical and other 
historical purposes involves the original documents and introduces an element 
of wear and tear on these priceless originals. This will result in their early 
deterioration. To some degree this could be prevented by microfilm reproduc- 
tion of the documents involved. This master microfilm would then be available 
for copying. Desired copies could be acquired by such patriotic groups as were 
interested in paying the nominal cost for obtaining duplicates. The initial 
work itself must be done by the Government, which has custody and control 
over the records, and the cost of making the master copy should be borne by it. 
Property rights to this master film would, of course, remain in the Government 
when the project’s work is completed. At the present time there are no copies of 
these documents available at any cost to the interested historical and patriotic 
organizations. Organized at the State and local levels, these groups are at a 
disadvantage in not having access to the primary historical sources. 
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I believe that such a direct and positive step as an amendment permitting GSA 
to begin this work would, in the long run, prove to be a sound preservation 
measure for the 23 million documents involved, and I hope that the committee 


will consider favorably my suggestion for sufficient funds to permit this impor- 
tant work to be undertaken. 


DISCUSSION OF GENERAL STATEMENT RESUMED 


Senator KNow.anp. You may proceed, Mr. Floete. 

Mr. Fiortse. The Transportation and Public Utilities Service is a 
complete statutory responsibility of GSA. We have been actively en- 
gaged in strengthening the operations of that particular Service. We 
think we have an important responsibility under the law, and we have 
made considerable progress in improving that Service. 

The Defense Materials Service had an inventory at the end of fiscal 
year 1956 of approximately $6 billion, stored at 242 locations. We 
have been very actively proceeding on a program to inventory that 
vast stockpile. 

We have the plans fully drawn, and the inventory is being taken at 
the present time. We believe over a 3-year period we can complete 
that inventory. 

ITEMIZATION OF APPROPRIATION ITEMS 


Now, turning to the 1958 budget submitted to the House, if you 
will turn to the last page, there is an itemization of the general appro- 
priation items. 

(The table referred to follows :) 


EsTIMATES OF APPROPRIATIONS, 1958 


Comparison of bill as reported to House with budget estimates for 1958 


Appropriation items (short titles) Budget Bill as Change 
estimates reported 


. Operating expenses, Public Buildings Service_............| $142,000, 000 | $127, 464,000 | —$14, 536,090 
Repair and improvement 85, 500, 000 65, 000, 000 | —20, 500, 000 
Sites and expenses, purchase Gere 2 os ie ; 20, 000, 000 
Payments, purchase contracts bids ebets dbhee Silbe a f \ 1, 331, 100 
Construction, public buildings. Se . 500, 2, 125, 000 
Acquisition of land, District of Columbia-- Scien a , 678 
Operating expenses Federal Supply Serv Rice ~a tee i j 4, 960, 000 
Expenses, supply distribution 17, 765, 000 
General supply fund (capital). 12, 500, 000 
— expenses, National Archives and Records Serv- 


PESN SPS repr 


os 


i 7, 254, 500 
J Operating expenses, ‘Transportation and Public Utilities 
Service. 700, 1, 330, 000 
Salaries and expenses, Office of Administrator. - ae 264. 260, 


&B 


’ 


Subtotal ‘ 259, 989, 600 
. Strategic and critical materials. ................--- sini 130, 000,000 | 1 19,000, O00) 
. Abaca fiber program (limitation) _- (94, 500) (47, ( , 500 
. Administrative operations fund (imitation) _- _....-.--} (11,600,000)} (10, 230, 00) (-—1, 370, 000) 


iain 
oe Ow 


Total for direct appropriation : 444, 589,000 | 278, 989, 600 | —165, 599, 400° 


1 Subsequently deleted by House action, making total reduction for GSA $184,599,400. 
EFFECT OF APPROPRIATION CUTS 


Mr. Fiorre. We are not appealing from the action of the House. 
We are asking for certain amendments that relate largely to travel 
items and certain language changes. However, we do wish to point 
out and we have given it in detail in the statement which we have 
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heretofore submitted to the committee, that. the cuts made by the 
House will have some important effects on certain of our service opera- 
tions. 

The first item on that list is the operating expenses of the public 
‘building service and the reduction is $14% million. That relates pri- 
marily to proper cleaning of the buildings and operation of the build- 
ings. a ne pe ; . 

If cut, it will simply reduce our ability to give the type of service 
that we believe the buildings require. The same thing is generally 
true of repair and improvement, where there is a cut of $20,500,000. 
Practically all of that cut will result in reduction in airconditioning. 


AIR CONDITIONING PROGRAM 


We started out on a program of covering a 5-to-7-year program of 
providing air conditioning in existing buildings in the southern areas 
of the country. That includes Washington. This simply means that 
it will stretch out our ability to do that job to as much as 14 or 15 
years. That would be the net effect of this cut. 

On sites and expenses for purchasing contracts, No. 3, there has been 
no cut. That, of course, as you know, Mr. Chairman, is a contro- 
versial subject. That provides the money by which we purchase sites 
for new Federal office buildings and enter into architectural engineer- 
ing contracts. 

I merely want to point out that the $20 million is inadequate to fin- 
ance the program for all the projects which have been approved by 
the House and the Senate Public Works Committees. An additional 
$30 million is actually required to complete the acquisition of sites and 
entering into contracts for projects already approved. 

Whether the work is done by lease-purchase or with direct appropri- 
ation—or when it is done—these projects have been approved and 
they are a part of our general plan. I merely want to make that clear 


that the $20 million for 1958 does not complete the job that we have 
to do. 


PUBLIC BUILDINGS CONSTRUCTION 


There is one minor cut here, “Construction of public buildings.” 
That item provided for five border stations in California, I believe, and 
Texas. The House did not cut the number of stations. They merely 
said to reduce the cost by that amount. 

The “Acquisition of land in the District of Columbia” item which 
the House denied was to purchase properties in the area west of the 
Interior Building where we believe it would have been advisable to 
acquire the property now because land values are going up and we 
believe ultimately it will be needed. So we will just have to pay more. 

On Federal Supply Service, I think that the cuts will severely 
handicap us in anal service to the other civilian and several of 
the military agencies and will reduce our ability to give the type of 
performance we should give them. 


GENERAL SUPPLY FUND 


For the general supply fund, we asked for an addition of $25 million 
appropriated capital. The House approved $121% million. This is an 


90699—57——_9 
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item, of course, that is not an expense item; it simply adds to the 
capital and permits us to have the inventory level that we believe is 
necessary in order to provide the service to other agencies. 


NATIONAL ARCHIVES 


Cuts of $345,500 were made for National Archives and $370,000 for 
“Transportation and public utilities.” Again these cuts will reduce 
the effectiveness of our operation. 


STRATEGIC AND CRITICAL MATERIALS 


As to the “Strategic and critical materials” item, you will note that 
we originally asked for $130 million. The House committee reduced it 
to $19 million and on the floor of the House it was cut out completely. 
I think the matter of the stockpile of strategic and critical materials 
is a matter of judgment as to the extent we should continue to purchase 
or the rate of acquisition. 

Gordon Gray of the Office of Defense Mobilization is here, and I 
understood that when this subject is to be discussed it would be under 
his direction and in closed session. 


AMENDMENTS ON TRAVEL LIMITATIONS 


The specific items that we are proposing as amendments consist of 
seven covering travel limitations. These do not of course, increase the 
total appropriation. They merely represent our best thinking on the 
amount of money we need within the apropriation in the House bill, 
therefore, we have asked for an increase in seven of those travel 
limitations. 

They total about $361,000. We have also asked for certain language 
changes under the lease purchase act. 

Senator KNow.anp. On the travel items, how do they compare with 
the items provided in the 1957 budget ? 

Mr. Meptey. Mr. Chairman, they are increased somewhat over the 
1957 budget. 

Senator Knowianp. How much? 

Mr.-Mepury. They vary by appropriations. The increases are in 
keeping, however, with the programs which can be performed under 
increased amounts of appropriations included in the bill as reported 
to the House, as compared with the appropriations included in the 1957 
act. 

Senator Know1anp. I understand all of that, but I wanted to get a 
dollar amount. How much are they increased over the 1957 budget! 
If you do not have the figure endl available, you can supply it for 
the record. 

Mr. Meptey. I will do that. 

Senator Know1anp. I would like to also ask if you will supply for 
the record the travel items during the past 4 or 5 years. 

Mr. Meptry. We will do that in the same table. 

(The information referred to follows :) 
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OTHER AMENDMEN'TS REQUESTED 


Mr. Friorre. On the other amendments, one relates to the adminis- 
trative-expense limitation on the abaca program in Seuth America, 

We have also asked for an expansion of the limitation for the ad- 
ministrative operations fund of $600,000. That is an inerease from 
$10,230,000 to $10,830,000. 

Senator KNowLanp. That is over last year’s figures? 

Mr. Froere. It is $600,000 over last year, yes, sir. 

Senator Knowianp. What is the justification for that $600,000 in- 
crease over last year? 

Mr. Meptey. Again, the justification, Mr. Chairman, is that there 
have been increases over 1957 in the program operations under the 
House bill, which these administrative activities support. 

For example, take the “Operating expenses, public buildings” item, 
that, last year was roughly $118 million on a comparative basis and 
the bill as passed by the House provides $127 million. Likewise,‘we 
have the increase in the supply activity which Mr. Floete just men- 
tioned. 

So these amendments are necessary to bring the proper balance be- 
tween the administrative activities, accounting and things of that 
nature to support these other increased programs. 


ADJUSTMENTS BETWEEN APPROPRIATIONS 


Lastly, we have asked for new language in the bill which would 
give us some latitude between appropriations. The wording i#— 

Not to exceed 5 percent of any appropriation made available to the General 
Services Administration for the current fiscal year by this act may he trans- 
ferred to any other such appropriation but no such appropriation shall be 
thereby increased more than 5 percent per annum. 

It is always difficult to tell so far in advance exactly where we need 
the money and this is merely giving us a little latitude in making ad- 
justments between programs. 

Senator Knownanp. Did you have a similar provision in last year’s 


bill? 

Mr. Froere. No, sir. 

Mr. Chairman, that concludes my general statement. Now, there 
are members here from each of our five services, who are prepared to 
answer any question in detail. 


CONSTRUCTION OF BORDER STATIONS 


Senator Know.anp. With particular reference to the construction 
of the five border stations, to which you have testified, my attention 
has been called to the fact ‘that Senator Y oung, of N forth Dakota, has 
introduced two bills, Senate bill 1691 which is a bill to appropriate 
$290,000 for constructing at the Dunseith, N. Dak., port of entry, Fed- 
eral facilities for the Bureau of Customs and Naturalization Service 
and S. 1692 to appropriate $85,000 for constructing at Grand Forks, 
N. Dak., Federal facilities for the border patrol sector headquarters 
of the Immigration and Naturalization Service. 

Could you tell us, are there facilities there now which these would 
replace? Are they temporarily leased quarters or what is the situation 
there, if you have the information ? 
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If not, it could be supplied for the record. 

Mr. Frorre. Mr. McConihe, Commissioner of Public Buildings, is 

here. 
Mr. McContne. We are making a study of those now, and we haven’t 

that information available. The border stations included in this 

budget are not those you mentioned. They are San Ysidro in Cali- 


fornia, Eagle Pass and Brownsville in Texas, and Madawaska in 
Maine and Massena Point in New York. 


NECESSITY FOR BORDER STATION CONSTRUCTION 


Senator KNow.anp. Now, for the record, could you indicate the 
importance or the necessity at this time, or why those could not be 
postponed. Do they have temporary facilities in each of those lo- 
cations ¢ 

Mr. McContne. They are very inadequate facilities in all of these 
locations and they are priorities given to us by the Bureau of Im- 
migration and Naturalization Service. 

Senator Know.anp. They have selected these five as being a high 
priority of border stations needed to carry out their work, due to the 
inadequacy of the present facilities, is that correct ? 

Mr. McConine. That is correct, sir, and these have been very care- 
fully analyzed by our people and the Bureau of Immigration and 
Customs and the Budget Bureau. They have been cut to an absolute 
minimum. ‘These are minimum space requirements and so further 
cut would mean the elimination of space, which they say they definite- 
ly need. 

We have actually made on-the-site inspection of these with the 
agencies involved and the Budget Bureau. It has been very care- 
fully gone into. 

CONDITIONS IN NORTH DAKOTA 


Senator Know.ianp. You might supply for the record a memo- 
randum relative to conditions in North Dakota, so that we might be 
advised as to whether those were on a list and perhaps with a lower 
priority, or whether in the judgment of the services they would be 
necessary, if not now, or desirable perhaps at a later date. 

Mr. McContue. We will get that information, sir. 

(The information referred to follows :) 


The General Services Administration is now reviewing with both Immigration 
and Naturalization Service and the Bureau of Customs, the most critical re- 
quirements for replacement of existing inadequate facilities and new urgently 
needed facilities. The two locations, Dunseith and Grand Forks, N. Dak., are 
both under consideration for a later date. 


DUNSEITH, N. DAK., BORDER INSPECTION FACILITIES 


Existing facilities are located in Dunseith which is 13 miles south of the 
border. Customs and Immigration jointly occupy 367 square feet of leased space 
for which the annual rental is $900. The space is in a motel, is very inadequate 
and in poor condition. It is so located that, despite directional signs, motorists 
entering from Canada do not notice the existence of the station. This results 
ina high percentage of “run bys.” 

The Immigration and Naturalization Service rates the replacement of the 
present facilities as top priority in the border inspection station group. The 
Bureau of Customs likewise indicate very high priority. 

A new Dunseith border inspection station was authorized pursuant to the act 
of June 22, 1936, and a site acquired July 19, 1941. The project was reauthorized 
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under the act of June 16, 1949. The project is tied in with the International 
Peace Garden development. The Canadian Government has recently constructed 
border inspection facilities on the Canadian side. 


GRAND FORKS, N. DAK., BORDER PATROL SECTOR HEADQUARTERS 


Existing facilities are split between two locations. Immigration and Natural- 
ization Service acquired a small tract of land about a mile out from the city 


and moved some excess CCC barracks onto it which provide 2,224 square feet of 


space for a radio repair shop, auto repair shop and auto and supply storage. 
These buildings are reported as being in poor condition. 


In addition to the above, Immigration and Naturalization Service occupies 
1,596 square feet of office space in the post office and courthouse in Grand 
Forks. Immigration and Naturalization Service finds the present split opera- 
tion very objectionable and considers that the post office and courthouse build- 
ing is not a suitable location for carrying on this type of activity. The site 


occupied by the radio and auto repair shops, and garage, is inadequate for 
further development. 


Immigration and Naturalization Service rates the replacement of the present 


Grand Forks facilities as high priority in the border patrol sector headquarters 
group. 


REAL PROPERTY INVENTORY 


Senator Know.anp. At the present time the General Services Ad- 
ministration at the request of the Senate Committee on Appropria- 
tions, supplies an inventory report as to the real property owned by 
the United States throughout the world, which I think has been a 
very helpful document to get a grasp of just what our real estate hold- 
ings are. 

Four years ago, this subcommittee, under the chairmanship of 
Senator Maybank with Senator Saltonstall as ranking Republican, 
learned that no inventory report existed on the real property owned 
by the United States and that no attempt had been made to compile 
such an inventory since 1937. 

Accordingly, in the report of the Senate on the independent offices 
bill for 1954, the committee directed your organization to compile such 
an inventory. 

Beginning with the continental United States the inventory has 
now been enlarged to real property owned by the United States 
throughout the world, issued as Senate Document No. 25 on February 
11, 1957. 

Detailed copies of the data sheets are made available to the Ap- 
propriations and Government Operations Committees, as well as to 
the agencies concerned, and only summary information and tables are 
issued as Senate documents. 

You people are now in the process of compiling an inventory of 
the leased properties as well as collecting information on the Juris- 
dictional status of the various properties, at a total estimated cost m 
1958 of $127,200. 

We understand good use has been made of the inventory by the 
agencies and the public, in addition to its use by congressional com- 
mittee. 

In order to make sure of its continuance over the years and that 
it may be printed regularly as a Senate document, I would like for 
you to furnish to the committee appropriate language to be inserted 
in this bill that will assure the permanance of this inventory. 

Mr. Fiorre. We will be very glad to do so. 
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(The information referred to follows :) 


The detailed information from the annual inventory report on real property 
currently being compiled by the General Services Administration shall continue 
to be furnished to the Committees on Appropriations and Government Operations 
of the Senate and House and summary statements and tabulations therefrom 
hereafter issued annually as Senate documents. 

Senator Know1anp. Senator Potter, we have been discussing the 
General Services Administration. They have appealed from certain 
items although not all of them of the House reductions. Do you have 
any questions ? 

Senator Porrer. First, I am most regretful that I was unable to be 
here to begin the hearings this morning, but I was tied up in my office 
as we frequently are. 

I am most apologetic but I wish to assure you that I will study the 
record very carefully and go over the justifications you have made. 

We have not gone into the stockpiling program yet ? 

Senator KNowLanp. No; we will go into it next. 

Mr. Floete, thank you, and if you will supply the information for 
the record, we will hear from Gordon Gray who will appear before 
the committee. 


STRATEGIC AND CRITICAL MATERIALS 


Mr. Gray, I understood you wanted to testify in closed session and 
I did not know whether there was any statement preliminary to the 
executive session which you might care to make for the public record 
and then we would go into executive session. 

Mr. Gray. Mr. Chairman, the statement that I would like to make 
would not be classified and I only suggested the executive session in 
the event the committee wished to get into a discussion of specific 
figures. 

Senator KNow.Lanp. I would suggest that the people be allowed to 
stay until Mr. Gray’s opening statement is finished and then, when we 
get into the specific questions, as to the amount of stockpiling, we will 
then ask our guests to leave because we will be dealing with classified 
information. 


You may proceed. 


OFFICE OF DEFENSE MOBILIZATION 


STATEMENTS OF GORDON GRAY, DIRECTOR; CHARLES KENDALL, 
GENERAL COUNSEL; FRANKLIN G. FLOETE, ADMINISTRATOR OF 
GENERAL SERVICES ADMINISTRATION; MAX MEDLEY, COMP- 
TROLLER OF GENERAL SERVICES ADMINISTRATION; E. H. 
WEAVER, COMMISSIONER OF DEFENSE MATERIALS SERVICE; 
AND S. B. HANES, CHIEF, ABACA BRANCH, DEFENSE MATERIALS 
SERVICE 


STOCKPILING PROGRAM 


Mr. Gray. Mr. Chairman and members of the committee, I appre- 
ciate this opportunity to appear before you in connection with the 
General Services Administration’s appropriations for the national 
stockpile. It is my hope that my comments will serve to clarify the 
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national security consequences which will result if the stockpile appro- 
riation request is left in its present status; that is, as passed by the 
ouse. 

I am not technically competent to answer detailed questions which 
might arise but there are present members of my staff, the General 
Services Administration, and the Department of Agriculture who 
will be able to answer your inquiries and supply whatever data you 
may require. 

The budget presented by the administration for the national stock- 
pile was in the net amount of $282.2 million consisting of $130 million 
in new appropriations, $145.7 million in carryover from fiscal year 
1957, and $6.5 million expected to be recovered from cancellation of 
existing obligations. This estimate excludes rotation receipts of $77.4 
million which will be more than offset by rotation expenditures. 


HOUSE REDUCTION 


As reported to the House by the Appropriation Committee, the 
request of $130 million for new appropriations was reduced by $111 
million to $19 million. The House voted to eliminate the entire $130 
million. 

Before discussing the effect of this cut on national security pre- 
paredness, I would like to describe briefly some factors in stockpile 
procurement which have had a substantial effect on the size of this 
and previous stockpile budgets. 

Up until fiscal year 1951, practically all acquisitions of strategic 
and critical materials were made under the authority of the Strategic 
and Critical Materials Stock Piling Act. This meant that stock- 
piling budgets in those days were based not only on expenditures 
which were anticipated for the current fiscal year but also included 
amounts necessary to cover long-term procurement contracts. 


RELATION OF DEFENSE PRODUCTION ACT TO STOCKPILING 


In recent years the borrowing authority of the Defense Productiom 
Act of 1950, as amended and the bartering authority of the Depart- 
ment of Agriculture have been used to acquire those materials which 
cannot be obtained within the period of a year plus delivery time. 

The Defense Production Act authorizes borrowings of $2.1 billion 
from the Treasury of the United States to be used for making pur- 
chases, or commitments to purchase, materials required to carry out 
the objectives of the act, including stockpiling. 

Because of the availability of this additional procurement tool, the 
Administration adopted a fiscal policy whereby purchases under the 
Strategic and Critical Materials Stock Piling Act are limited to 
amounts which can be acquired within 1 year plus lead-time for 
deliveries. 

All other acquisitions of strategic materials over a longer period 
of time are made through use of the borrowing authority of the De- 
fense Production Act and by barter. This policy, of course, reduced 
yearly stockpile budgets because provision was made only for short- 

ead-time items rather than for the entire amounts called for by the 
long-term contracts. 
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RELATION OF BARTER PROGRAM TO STOCKPILING 


In 1954, ‘subsequent to the congressional decision to reduce our sur- 
luses of agricultural commodities, it was also determined that inso- 
ar as practicable strategic materials would be acquired for the na- 

tional stockpile by barter of surplus agricultural commodities held 
by the Government. As in the case of Defense Production Act pro- 
curement, barter transactions called for smaller yearly stockpile ap- 
propriations 

Senator Knowzanp. I might add that when we get into executive 

session, which I assume will be the place, I would like to have a de- 
tailed statement made available for our executive session on the amount 
of barter of strategic materials, which to date have been secured under 
this provision of the act. 

Mr. Gary. We will give you those figures. 

Senator KNowianp. And with whom we bartered. 

Mr. Gary. I am not sure that we will have that in complete detail 

atthe moment. But we certainly will furnish it to the committee. 

(The information referred to follows :) 


Comparison of barter contracts entered into in specific periods 3 


{In millions of dollars] 





| 














1949-50 | | July 1956- 
Material through | 1954-55 1955-56 | | March 1957} Total 
1953-54 
Strategic 
Minimum stockpile. _- Deedee 71.8 | 5.7 4.9 | soak 82.4 
Long-term stockpile See whoaail 152.8 189. 7 | 28.9 371.4 
Supplemental stockpile 100.9 109.9 | 158. 5 369. 3 
| —_ ee — -__—_—_ — —_—_——|- - — | ———_—_____ 
Total strategic 71.8 | 259. 4 304. 5 | 187. 4] 823.1 
| <a sE <==} [SSS — 
Supply: | 
ICA od 28. 4 22.4 8.6 i 59. 4 
Defense _... " asses] 7.4 eer . 50.0 57.4 
Other ahem | cote 2.7 14.7 17.4 
Total supply ire snensiinal 35.8 | 22. 4 11.3 64.7 134.2 
GD iii ccosrsiavreeseccdtenss | ~-407.6| =. 28.8] = 315.8) 251 957.3 





' Years beginning July 1. 
REIMBURSEMENT TO DPA AND BARTER FUNDS 


Senator Knowtanp. There is a great deal of interest in regard to 
this feature. 

Mr. Gray. Yes; I am aware of that, Mr. Chairman. 

In recent years as deliveries for the stockpile have been made from 
long-term Defense Production Act contracts, and from barter trans- 
actions, stockpile budgets have contained amounts to reimburse the 
Defense Production Act borrowing authority and the Commodity 
Credit Corporation. 

Reimbursing the borrowing authority is necessary to finance pro- 
grams for the « expansion of capacity and supply for the national de- 
fense, including strategic and critical materials. 

Further, the Budget and Accounting Procedures Act of 1950 re- 
quires that the books of the agency properly reflect transactions and 
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the purposes for which they were entered into, i. e., materials acquired 
for the stockpile should be paid for with stockpile funds. 

In like manner the Agricultural Trade Development and Assistance 
Act requires the Department of Agriculture to be reimbursed for 
transfers from the Commodity Credit Corporation account to the 
strategic stockpile at prices approved by the Secretary of Agriculture, 


REVIEW OF STOCKPILE BUDGET 


With the foregoing in mind, I would like to review with you the 
stockpile budget as submitted to the C ongress and the effects which 
the House action would have on stockpile procurement during the 
coming fiscal year. This issummarized in a table which I will provide 
the committee. 

It will be noted from the figures that there are funds to carry out the 
open-market purchases for minimum and long-term stoc kpile objec- 
tives. 

This is summarized in the table to which I have just referred and 
which I believe, Mr. Chairman, is the next to the last sheet in the 
paper you have. It is entitled “Stockpile Budget for Fiscal Year 1958, 
as Submitted to Congress and as Affected by Action of the House of 
Representatives.” 

T should like, with your indulgence, to go over those figures with 
you at the conclusion of this st atement. As you will observe, when we 
consider the figures to which I have adverted, there are funds to carry 
out the open-market purchases for minimum and long-term stockpile 
objectives. With the House cut, there will, however, be a shortage of 
$26 million in the provision for reimbursement for materials acquired 
with Defense Production Act funds toward the long-term objectives 
and a shortage of $102.2 million in the reimbursement of the Com- 
modity Credit Corporation for a portion of the materials acquired or 
contracted for by that agency for minimum and long-term objectives. 

The balance of the reduction, $1.8 million, will be absorbed by a re- 
duction in custodial and other costs applicable to administration of 
the stockpile. 

If defense Production Act and Commodity Credit Corporation 
funds are not reimbursed it will reduce our ability to use these tools 
for acquiring further materials for.the stockpile. 


EFFECT OF HOUSE REDUCTION 


Senator KNowianp. Let me interrupt there for just a moment. I 
understand this cut will prevent the reimbursement of the CCC and 
the other fund for transactions already made and purchases already 
incurred of stockpiles or acquisition of stockpiles so that we have the 
commodity but we are still left owing the bill. Is that the effect of it? 

Mr. Gray. To CCC and DPA, that is correct, sir. Now, if DPA and 
CCC funds are not reimbursed, it will reduce our ability to use these 
tools, that is DPA and CCC, for acquiring further materials for the 
stockpile. 

Senator Know.anp. They would rather take, as the British say, 
dim view of letting you have their commodities if they were not betes 

reimbursed, so their own books would be in order. 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 137 





Mr. Gray. I think that would be an understandable position on their 
part, Senator, and if I understand it correctly in time they must be 
reimbursed. ‘There may be a choice as to timing, but not as to ultimate 
result. 

Senator Knowxanp. This is a case where the fellow has authorized 
his wife to go to the store to get a new Easter outfit but when the bill 
comes in he doesn ot want to pay it. 

Mr. Gray. I think that is correct. I do not know that Agriculture 
and DPA would be as unhappy as the wife, but I suppose they: might be. 


REIMBURSEMENTS DUE COMMODITY CREDIT CORPORATION 


The CCC for example, is now holding in its inv entories $146 million 
worth of materials which it acquired for both minimum and long-term 
stockpile objectives, and for which it had anticipated reimbursement 
from stockpile funds in the amount indicated above. In addition, the 
CCC is presently committed to accept undelivered materials for the 
stockpile in the amount of $149.7 million during the current and subse- 
quent fiscal years. If the stockpile is unable to reimburse the CCC it 
is probably that we will have to reduce our reliance on barter for the 
further acquisition of strategic materials for the stockpile since the 
law provides that materials transferred must be paid for at prices 
approved by the Secretary of Agriculture. 

The committee should be aware that if the House action is sus- 
tained and no provision is made for the reimbursement of the Defense 
Production Act and the Commodity Credit Corporation funds, the 
funding problem next year and in subsequent years will be that much 
greater. This is due to the fact that there will be further deliveries 
during the coming years under outstanding commitments the cost of 
which will have to be added to those of the present year. 

This, of course, will place a further charge on the limited amount of 
available Defense Production Act funds. In addition, it should be 
ointed out that the Government is contingently liable to accept de- 
Rieries of substantial amounts of several materials under existing 
contracts. For example, in calculating the cost of the aluminum ex- 
pansion program it was not expected that the Government would have 
to purchase any of the new production. However, in recent months 
the three producers have for the first time “put” aluminum to the 
Government. 

The proposed reduction in the stockpile budget, which would reduce 
the effectiveness of Defense Production Act financing and barter for 
stockpile procurement, must be carefully weighed from the standpoint 
of national security in the light of the fact that at the present time 
there are 21 unfilled minimum stockpile objectives, a list of which is 
attached hereto, Mr. Chairman, and it would be the last page of the 
document you have. 

Up until this time the borrowing and barter authorities have pro- 
vided flexible tools whereby the Gover nment has been able to take 
advantage of opportunities to acquire materials needed to fill stock- 
pile objectives, but if the stockpile appropriation is left in its present 
status, the effectiveness of these tools will be greatly reduced, and I 
would remind you that although we have materials in the stockpile 
valued at approximately $6 billion, we still have to acquire more than 
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a billion dollars’ worth of vital materials to meet our minimum stock- 
pile objectives. 

My purpose, Mr. Chairman, as I sought in the beginning, has been 
to indicate to you the effect of the action by the House with respeet 
to GSA appropriations. 

(The information referred to follows :) 


Stockpile budget for fiscal year 1958, as submitted to Congress and as affected by action 
of House of Representatives 


[In millions of dollars] 


| | 
| As submit- | Effect of cut 
ted to Con- by Flouse 
gress 


A. Obligational authority available: 
New appropriations | $130. 
Unobligated Balance from 1957 ; 145. 
Recovery from Prior Obligations j 


Total __. 
B. Application of obligations: 
1. Purchase of materials - 
(a) Open-market purchases _- 


Against minimum objectives 
Against long-term objectives __ 


(6) Transfers from DPA 


Against minimum objectives 
Against long-term objectives 


(c) Transfers from CCC 


Against minimum objectives 
Against long-term objectives_. 


2. Custodial and other costs 


(a) Rotation costs (net) - 


(6) Expenses of donated materials 


(c) Storage and handling. 
(d) Physical inventory - 
(e) Operating expenses (total) 


Oth, co ve<edan 











MATERIALS FOR WHICH MINIMUM STOCKPILE OBJECTIVES HAvE Not BEEN MET 
AS OF DECEMBER 31, 1956 


BASED ON INVENTORIES 


Antimony 

Asbestos, amosite 
Bauxite, Jamaica 
Bauxite, refractory 
Chromite, chemical 
Chromite, metallurgical 
Chromite, refractory 
Cobalt 

. Copper 

Diamond dies, small 

. Diamonds, industrial bort 
. Feathers and down 

. Fluorspar, acid grade 

. Fluorspar, metallurgical grade 
. Iodine 

. Jewel bearings 


{0 90 24. D> SUR 99 bo 


ah pach fash fae faa et pd 
ATR WN ES 


. Magnesium 
. Manganese, synthetic dioxide 
9. Manganese ore, chemical grade A 
. Manganese ore, chemical grade B 
. Mica, muscovite block 
. Mica, muscovite film 
. Mica, phlogopite splittings 
. Molybdenum 
. Nickel 
. Opium 
. Palladium 


28. Selenium 


. Shellac 

. Silicon carbide 

. Tale, steatite block 
. Titanium 
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BASED ON INVENTORIES PLUS ORDERS 


1, Asbestos, amosite 12. Mica, muscovite block 
2. Copper 13. Mica, muscovite film 
3. Diamond dies, small 14. Nickel 

4. Diamonds, industrial bort 15. Opium 

5. Feathers and down 16. Palladium 

6. Fluorspar, metallurgical grade 17. Selenium 

7. Jewel bearings 18. Shellac 

8. Magnesium 19. Silicon carbide 

9. Manganese, synthetic dioxide 20. Talc, steatite block 
10. Manganese ore, chemical grade A 21. Titanium 


. Manganese ore, chemical grade B 


EXECUTIVE SESSION 









Senator KNow.Lanp. If there is no objection by the committee, we 
will go into executive session so that the committee may inquire as to 
specific items. 

The room will be cleared. 

(At this point the public session was recessed at 12:10 p. m., to re- 
convene at 2 p. m., the same day.) 












AFTERNOON SESSION, 2 P. M. 





(TuurspAy ApRIL 4, 1957) 


AND HOME FINANCE AGENCY 


STATEMENT OF ALBERT M. COLE, ADMINISTRATOR, ACCOMPANIED 
BY M. CARTER McFARLAND, ACTING ASSISTANT ADMINISTRA- 
TOR (PLANS AND PROGRAMS); JOHN M. FRANTZ, AGENCY 
BUDGET OFFICER; NATHANIEL J. EISEMAN, PRINCIPAL BUDGET 
ANALYST—COMMUNITY FACILITIES ADMINISTRATION: JOHN C. 
HAZELTINE, COMMISSIONER; JAY duVON, DIRECTOR, COLLEGE 
HOUSING BRANCH—-URBAN RENEWAL ADMINISTRATION: RICH- 
ARD L. STEINER, COMMISSIONER; RICHARD H. ADAMS, DIREC- 
TOR, ADMINISTRATIVE MANAGEMENT BRANCH — FEDERAL 
HOUSING ADMINISTRATION : NORMAN P. MASON, COMMISSIONER ; 
CARLOS W. STARR, DIRECTOR, BUDGET DIVISION—PUBLIC HOUS- 
ING ADMINISTRATION: CHARLES E. SLUSSER, COMMISSIONER ; 
JOHN D. CURRIE, DEPUTY COMMISSIONER—FEDERAL NATIONAL 
MORTGAGE ASSOCIATION: J. STANLEY BAUGHMAN, PRESIDENT; 

AND WALTER C. HAND, BUDGET OFFICER 



























HOUSING 


LETTER AND JUSTIFICATION 






Senator Magnuson. The committee will come to order. 

The Chair wants to announce for the record that there was a little 
mixup this morning about the hearing on General Services Adminis- 
tration. Although they finished their testimony as to their own 
budget, there were some questions on the matter of stockpiling that 
some other Senators wanted to ask, and we will cali them back at some 
time in the future in the next two or three weeks for a brief hearing. 

Now we have the Housing and Home Finance Agency, and we will 
be glad to hear from you, Mr. Cole. We will put your letter in the 
record in full. 
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(The letter and justification referred to follow :) 


Housing AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D, C. March 22, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in charge of the Independent Offices Appropria- 


tion Bill for 1958, Committee on Appropriations, United States Senate, 
Washington, D.C. 


Dear Chairman MaGnuson: This is in reply to your letter of March 15 with 
respect to forthcoming hearings by your committee in connection with the inde. 
pendent offices appropriation bill for 1958, H. R. 6070. 

We respectfully request the privilege of appearing before your committee in 
connection with a number of amendments which we recommend be made in the 
bill as passed by the House. In addition, of course, we shall be happy to offer 
information with respect to any matters in our budget about which your com- 
mittee may have questions, whether or not they are involved in the suggested 
amendments. 

I will forward to you the amendments we will want to propose, with appro- 
priate page and line references, within a very few days. 

Sincerely yours, 


ALBERT M. Coie, Administrator, 
HOUSING AND HOME FINANCE AGENCY 


Cross-reference list of Senate amendments requested 


| 
Union Calendar bill | Act in the Senate 
Amendment { 


Page No. Line No. Page No. | Line No, 
Title I 


Limitation on travel_ - 15 
Salaries and expenses -_-- . eu 5 | 17 | 
Nonadministrative expenses L 1 
Public Housing Administration: Administrative e) | 
penses Saeed Soler dectandhlechay aehnioeatha 22 | 17 


16 | 
16 | 


Office of the Administrator, Salaries and expenses: | | | 
16 
| 


7 
1 


Title II 


Office of the Administrator 
College housing loans 
(Limitation on travel) : ‘ 
Revolving fund (liquidating programs): 
Administrative expenses 
Nonudministrative expenses loaner 
Public Housing Administration: Technical amend 
ment. 


OFFICE OF THE ADMINISTRATOR 
SALARIES AND EXPENSES 
(Estimate, $7,925,000; proposed by committee, $6,930,000; in act, $6,930,000) 
( House hearings, pt. 2, pp. 1505 ff.) 


(1) Page 16, line 15, strike out “$340,000” and insert in lieu thereof “$440,000”, 
an increase of $100,000 above the amount allowed by the House committee and 
a decrease of $55,000 below the budget estimate. 

(2) Page 16, line 17, strike out “$6,930,000” and insert in lieu thereof “$7,430,- 
000”, an increase of $500,000 above the amount allowed by the House committee 
and a decrease of $495,000 below the budget estimate. 

(3) Page 17, line 11, strike out “$1,500,000” and insert in lieu thereof ‘‘$2,000,- 


“00”, the estimate, and an increase of $500,000 above the amount allowed by the 
House Committee. 






















INDEPENDENT OFFICES APPROPRIATIONS, 1958 141 


HOUSE 





REPORT 


(Pertinent excerpts, H. Rept. No. 197, pp. 8-9) 
“Salaries and expenses, Office of the Administrator—The committee recom- 
mends $6,930,000 for the Office of the Administrator, a reduction of $995,000 in 
the budget estimate and an increase of $705,000 over 1957. The amount recom- 
mended provides for continuing the current level of operation in 1958 in all 
programs except urban renewal, where the net increase over retirement costs 
is $417,000. The Voluntary Home Mortgage Credit Program is not included in 
the 1958 budget estimate as it must have legislative authorization to be con- 
tinued. 

“The appropriation language also contains a limitation on nonadministrative 
expenses for inspections and financial audits of college housing, public facility 
and defense community facility, and slum clearance and urban redevelopment 
projects. The amount provided is an increase of $400,000 over 1957 and is 
$400,000 less than the limitation proposed in the budget estimate.” 


JUSTIFICATION 


(1) Limitation on expenses of travel 


Several major functions of the Agency financed from the “Salaries and ex- 
penses” appropriation are of such nature that they necessarily require extensive 
travel. The assigned responsibilities of the Compliance Division and of the 
Audit Branch can only be effectively accomplished by sending personnel to the 
site of the case to be investigated or the records to be audited. Most importantly, 
however, the Federal program for slum clearance and urban renewal cannot func- 
tion properly unless field representatives and technical specialists are able to 
keep in close and continuing contact with the hundreds of communities through- 
out the United States and Puerto Rico. By far the major portion of the limita- 
tion on travel is employed in the furtherance of the slum clearance and urban 
renewal program. 

Since professional employment in the field offices has increased during the 
year, it is apparent that even under the bill as passed by the House the average 
strength in fiscal vear 1958 will be greater than in 1957. It is feared that holding 
travel to the 1957 amount, therefore, will result in uneconomical use of profes- 
sional personnel whose duties can be most effectively performed if they can 
visit the sites of the projects with reasonable frequency, rather than doing a 
desk job. 

The amendment to the appropriation act sought at this time would restore 
$100,000 of the $155,000 by which the House of Representatives reduced the 
estimate. Full restoration of the House reduction is not sought in view of the 
recently proposed reduction in the contract authorization for the slum clearance 
and urban renewal programs. 

(2) Salaries and expenses 
The requested appropriation for 1958 for salaries and expenses covers adminis- 
trative costs in connection with four programs and activities: 
General agency supervision 
Consolidated compliance activities 
Advances for public works planning 
Urban renewal programs 

The House report (H. Rept. 197), quoted above, indicates that it was the 
intention of the committee to continue the 1957 level of staffing and expenses 
(plus added costs of retirement contributions) in the first three of these activi- 
ties and to permit some expansion in staffing and expenses in connection with 
the urban renewal programs. 

Effect of House action—RBecause of the steadily increasing workload in the 
urban renewal programs, it is feared that the House reduction in the adminis- 
trative budget for these activities would have the following effects: 

(a) It will not be possible to process promptly and adequately the applica- 
tions, plans, and requisitions for funds submitted by the local public 2 -ncies. 
These are ordinarily complex and highly technical submissions, which require 
areful review by staff specialists to assure the development of feasible projects 
and the effective and economical use of Federal financial assistance. 

(bh) The development of backlogs and resulting delays in making necessary 
decisions can impose serious hardships and administrative difficulties on local 
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agencies and programs. In addition, the lost time adds materially to project 
costs, two-thirds of which must ultimately be borne by Federal funds. 

(c) Processing of applications and projects plans under the adverse condi- 
tions of backlogs and the strains and pressures which result from them can 
lead to costly mistakes which are avoidable under proper operating conditions, 
Where such mistakes involve such matters as the valuation of land for acqui- 
sition and for reuse purposes, the cost of such mistakes to the Government can 
easily far outweigh the administrative cost of adequate and timely processing. 

Conclusion.—Some reduction in the original budget estimate is appropriate 
at this time, in view of the reduction in program level for 1958 envisioned in the 
administration’s legislative program. However, it is recommended that $500,000 
of the $995,000 reduction made in the House bill be restored. This would re- 
quire an appropriation under this head of $7,430,000, as compared with an orig- 
inal estimate of $7,925,000 and a figure of $6,930,000 in the bill as passed by the 
House. 


(3) Nonadministrative expenses 


The “Salaries and expenses” appropriation language for the Office of the Ad- 
ministrator provides that necessary expenses of conducting site supervision and 
inspection and fiscal audit of certain types of projects assisted by loans or grants 
shall be considered as nonadministrative expenses. The language covers the 
following three activities: 

(a) Slum clearance and urban renewal projects being planned or undertaken 
by local public agencies pursuant to title I of the Housing Act of 1949, as 
amended ; 

(b) Projects financed through college housing loans pursuant to title IV of 
the Housing Act of 1950, as amended: and 

(c) Projects and facilities financed by loans to public agencies pursuant to 
title II of the Housing Amendments of 1955. 

Funds to cover the required inspection and audit functions are provided by 
the agencies and institutions which receive the Federal loans and grants, in the 
form of fixed fees which in the aggregate are estimated to cover the cost of 
rendering the inspection and audit services. Funds so collected are not used 
for any other purpose, and do not represent appropriations from the general fund 
of the Treasury. 

The whole purpose of the inspection and audit functions performed under this 
limitation is to protect the Federal Government by assuring that projects are 
carried out in accordance with the terms of the applicable financial assistance 
contracts. 

The General Accounting Office, on several recent occasions, has recommended 
that this agency undertake more active supervision in the form of project in- 
spections and audits. Obviously, with a rising workload occasioned by projects 
now entering the construction phase, it will not prove possible to undertake 
more active supervision unless the requested increase is made in this limitation. 

The following table compares the use of this limitation for the 3 years covered 
by the budget : 


Actual, | Estimate, Estimate, 
1957 1958 


Slum clearance and urban renewal Sindguinsdcéipossean $456, 032 $600, 000 | $950, 000 
Colleve housing loans... -~-.-- . ict ch les 188, 959 465, 000 900, 000 
Public facility loans- J ; Seoeh Apo cutee. osteo ace 35, 000 150, 000 
Unobligated balance-.- soe ‘ piace 98, 009 | sdesae 


Total limitation joes Seen 743, 000 | 1, 100, 000 | 2, 000, 000 


ADMINISTRATIVE EXPENSES 
(Estimate, $13,300,000 ; proposed by committee, $11,440,000; in act, $11,440,000) 
(House hearings, pt. 2, pp. 1617 ff.) 
Page 17, line 22, strike out the figure “$11,440,000” and insert in lieu thereof 


“$12,575,000”, an increase of $1,135,000 above the amount allowed by the House 
committee and a decrease of $725,000 below the budget estimate. 
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HOUSE REPORT 
(Pertinent excerpts, H. Rept. No. 197, p. 10) 


“Public Housing Administration, administrative expenses—The committee 
recommends an $11,440,000 appropriation for administrative expenses of the 
public housing program in 1958, a reduction of $1,860,000 in the estimate and 
an increase of $740,000 over the appropriation for 1957. The amount appropri- 
ated for 1958 is the same amount as is available for 1957, plus retirement costs.” 


JUSTIFICATION 


From the comment in the House report it appears that the House Appropria- 
tions Committee intended to recommend appropriations to the Public Housing 
Administration in the same amount for 1958 as was available during the current 
fiscal year (plus retirement costs). The allowance does not take into account 
the increase of development workload placed upon the Administration by the 
Housing Act of 1956 and the increased management workload resulting from 
completion and occupancy of pew low-rent projects. Therefore, the reduction 
will seriously impair and limit the program in several ways. 

1, The Housing Act of 1956, approved August 7, 1956, authorizes new contracts 
for loans and annual contributions after July 31, 1956, for not more than 35,000 
units. This amount will be increased by 35,000 additional units on July 1, 1957. 
The Administration also was authorized to assist the construction of new housing 
or the remodeling of existing housing to provide accommodations designed spe- 
cifically for elderly families, 

Due to the late approval of the Housing Act of 1956, the program did not get 
into full operation until late in fiscal year 1957 when the budget amounted to 
$10,700,000. The program is budgeted for its first full fiscal year in 1958. This 
budget estimate was developed after analysis of actual past experience of the 
low-rent program and after study of the minimum requirements for administra- 
tion of the program. The estimate was based upon the best judgment of PHA 
officials as to the rate at which local communities would be prepared to enter into 
program reservations, execute preliminary loan contracts, select sites, execute 
annual contributions contracts, start construction, and complete projects for 
the management stage. It must be remembered that under the low-rent public 
housing program, initiative with respect to the establishment of a project rests 
with the local public agency rather than the Federal agency. The responsibility 
of the Public Housing Administration is to staff its offices so that there will be 
maximum efficiency in utilization of money and manpower. That is the reason 
the Administration has kept employment to a low point during the first part of 
the current fiscal year. 

Commensurate with the workload, initial recruitment of personnel has been 
restricted to the types of skills required at the very earliest stages of project de- 
velopment. Thus, full provision has not yet been made for a staff with skills re- 
quired in connection with construction, financing, and activities associated with 
preparing projects for occupancy. It had been planned in the 1957 budget to add 
these employees only at a rate corresponding with development of the program 
during both this and the succeeding fiscal year. Employees added during the 
latter portion of this year should be continued into 1958 for the entire year. 

The budget estimate for the development program authorized by the Housing 
Act of 1956 is based on minimum controls and reviews considered necessary to 
safeguard the Federal interest. A reduction of administrative expense funds 
would necessitate a curtailment of the authorized program or limit the degree of 
reviews and controls considered necessary to insure that proper construction 
standards are maintained. A reduction necessarily would result in much of the 
work being deferred and the workload reduced to a point where it could be 
handled with the funds made available. 

2. The appropriation for fiscal year 1958 does not take into consideration an 
increase in management workload. Although the management workload has 
increased from 429,111 units in management at the end of 1957 to 450,749 units 
under management at the end of 1958, the agency has not planned any increase 
in the size of its management staff for 1958. The dollar increase requested was 
to cover the salary costs for a full year of the positions added for a portion of 
1957. 

Federal management activity is directed mainly to the task of insuring that 
obligations assumed by the local authority at the time of execution of the annual 


90699—57——_10 
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contributions contract are being faithfully performed. Only in this way is it 
possible to assure that the low-rent character of the program is maintained and 
that the financial requirement of the Federal Government in paying substantial 
annual contributions to support the program is protected through economical and 
prudent operations. It must be emphasized that the day-to-day operation of low- 
rent housing is a local, not a Federal, responsibility. Through its seven regional 
offices, the Public Housing Administration maintains close contact with the 
local authorities and their project staffs. 

It is vitally important that PHA’s present staff be retained to strengthen and 
improve our Management supervision. Management activities must increase as 
the program enlarges through the completion and occupancy of new low-rent 
public housing units. To the extent that the Administration can encourage 
operating economies at the project level, thus increasing residual receipts from 
the operation of the projects, an equivalent savings can be made for the taxpayer, 
The cut in management funds made by the House Appropriations Committee can 
only be absorbed by eliminating or reducing present operations. In many cases 
these reductions might well have the effect of increasing the long-run cost of 
the program to the Government. 

3. Another important problem presents itself and must be given consideration. 
The Public Housing Administration operates with a single integrated organization 
which serves all activities. Personal services and other costs of individual em- 
ployees in certain organizations cannot be related to specific programs. Fol- 
lowing the established policy, costs of organization units serving both programs 
have been prorated between programs on the basis of time distribution reports, 
This has been especially true between the low-rent and the liquidating programs, 
As the liquidating program has declined, personnel in service organizations, 
such as, legal, management, audit, accounting, etc., has been assigned, as they are 
needed in these same activities, to the increasing requirements of the low-rent 
program. Therefore, these costs are being shifted from the liquidating fund to 
the low-rent fund. It is anticipated that liquidating program staff functions will 
decline gradually as the program progresses. Those employees qualified for work 
on the low-rent program will continue to be transferred to the unused authorized 
positions, provided necessary funds are available. This process will gradually 
reduce fund requirements of the liquidating programs and at the same time 
increase fund requirements for the low-rent program. The Administration’s 
appropriation estimate for fiscal year 1958 recognizes this transition period and 
the proposed reduction would make it necessary to terminate these employees as 
they complete work on the liquidating program. 

4. The proposed reduction of administrative expense funds would adversely 
affect another vital factor of Public Housing Administration organization and 
management. The Public Housing Administration has long been concerned by 
the high average age of many of its highly specialized technical personnel. To 
provide for ultimate replacement of older employees as they reach retirement 
age, the Administration is employing 40 professional trainees in the GS—5 or 
GS-7 level for training at strategic places in the organization. This trainee 
program will cost about $200,000 and should be continued for future efficiency 
of operations. 


Conclusion.—The Public Housing Administration feels that its original estimate 
of $13,300,000 for administrative expenses was not excessive for the anticipated 
workload. However, in the interest of economy, the Administration has reduced 
its original estimate to $12,575,009, a saving of $725,000. An appropriation of less 
than $12,575,000 would not permit PHA adequately to meet its responsibilities for 
cooperation with local housing authorities in the development and efficient 
management of the low-rent program. 
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ADMINISTRATIVE EXPENSES, PusLic Hovusinc ADMINISTRATION, HovusING AND 
Home FINANCE AGENCY 


Schedule of activities 


1958 estimate | Bill compared 


| Budget esti- | Budget esti- | House bill compared with 1958 
mate, 1957 | mate, 1958 | with 1957 estimate 
| estimate 
(1) (2) (3) (5) (6) 


FUNDS AVAILABLE FOR | 
OBLIGATION 


' 
| 
' 
| 
} 
| 


| 
4 ppropriation 700, 006 +$2, 600,000 | 1—$1, 860, 


$13, 300,000 | $11, 440, 000 000 


ANALYSIS BY ACTIVITY | | 


1. Development 050, 000 | 6, 960, 000 | +1, 910,000 | 
2. Management __. 5, 650, 000 | 6, 340, 000 | __ +690, 000 


Total obligations_ - 10, 700, 000 | 13, 300,000 | 11, 440,000 | +2, 600, 000 ; '—1, 860,000 


1 In the interest of economy, PHA has reduced its original estimate by $725,000 and, therefore, requests 
restoration of only $1,135,000 of the funds eliminated by the House Appropriations Committee. 


Standard classification schedule 


| 1958 estimate | Bill compared 
Budget esti- | Budeet esti House bill | compared with 1958 
mate, 1957 | mate, 1958 | with 1°57 estimate 
estimate 


a) (2) (3) (5) 


FUNDS AVAILARLE FOR ORLIGA- 
TION 


Appropriation __ $10, 700,000 | $13,300,000 | $11, 440,000 + $2, 600, 000 | | —$1, 860,000 


ANALYSIS FY STANDARD CLASSI- 
FICATION 


01 Personal services_ _- v 000 i , 100 +1, 720, 100 
02 = Travel 38,000 | 000 | +160, 000 
03 Transportation of things 000 . 700 + 700 
04 Communication services . 000 224, 000 | 14, 000 
05 Rents and utility services 000 28, 000 68, 000 
06 Printing and reproduction 14, 000 0, 000 | +6, 000 |_- 
07 Other contractual services 000 5, 000 | 6, O00 
General Accounting Office 
audit 000 O00 | 4 000 
Supplies and materials 70, GOO | 77, 000 | 7, O00 
Equipment | 78, 000 | 78, 000 
Grants, subsidies and con- 
tributions : 155, 200 | 
Refunds, awards, and in- | 
deninities 6, 000 | , 000 +1, 000 
Taxes and assessments 5, 000 , 000 


055, 200 


Total obligations. 10, 700, 000 13, 300, 000 11, 440,000 | +2, 600;000.| 1 —1, 860,000 


i In the interest of economy PHA has reduced its original estimate by $725,000:and, the 


srefore, requests 
restoration of only $1,135,000 of the funds eliminated by the House Appropriatiens Cemmi 


ttee 
OFFICE OF THE ADMINISTRATOR, COLLEGE HouUsING LOANS 
(Estimate, $1,700,000; proposed by committee, $1,327.000: in act, $1,327,000) 
(House hearings, p. 2, pp. 1587 ff.) 


(1) Page 35, line 13, strike out the figure “$1,327,000” and insert in lieu thereof 
“$1,600,000”, an increase of $273,000 above the amount allowed by the House 
Committee and a decrease of $100,000 below the budget estimate. 

(2) Page 36, line 2, strike out the figure “$42,000” and insert in lieu thereof 
“$60,000”, an increase of $18,000 above the amount allowed by the House Com- 
mittee and a decrease of $15,000 below the budget estimate. 
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HOUSE REPORT 


(Pertinent excerpts, H. Rept. 197, p. 9) 


“Administrative expenses, college housing loans.—The bill provides $1,327,000 
for administrative expenses related to the college housing loan program, a reduc- 
tion of $378,000 in the budget estimate and an increase of $227,000 over 1957. 
The program is financed by a Treasury borrowing authorization of $750 million, 
and the program presently provides loans at a 2% percent interest rate to finance 
housing and related facilities at educational institutions. The limitation in the 
bill on administrative expenses will provide $172,500 over 1957 plus retirement 
costs.” 

JUSTIFICATION 
(1) Administratirc expenses 


The House Committee on Appropriations recommended and the House enacted 
a reduction of $373,000 in the requested authorization for administrative expenses 
in connection with the college housing loan program. At this time, it is requested . 
that an increase of $273,000 in the authorization approved by the House be 
granted in order to carry forward the program. House action would not be suffi- 
cient to handle the steadily increasing workload, and would result in slower 
processing of applications for new loans and in slower progress toward con- 
struction and final availability of the housing facilities to the students and 
faculties of the colleges and universities requesting Federal assistance under the 
program. Full restoration of the amount by which the authorization was reduced 
by the House action is not sought, however, in the light of the reduction in the 
general level of program activity contemplated in the administration’s final legis- 
lative program. 

Workload in the college housing loan program is cumulative. Several major 
activities of the staff in dealing with projects come after loans have been ap- 
proved. It is estimated that the major workload areas which follow approval 
of loan applications will increase by more than 70 percent during the coming fiseal 
year. This expansion of workload may be roughly represented by the number 
of construction starts during the fiscal year. Construction starts are estimated 
to rise from 88 in fiscal year 1956 to 173 in the current fiscal year, and 294 during 
fiscal year 1958. 

The types of workload which can be measured with reference to construction 
starts include (a) final review of project plans and specifications, (b) review 
and approval of construction contract awards, (c) final approval of construction 
financing, (d@) revisions in basic program documents made necessary by increases 
in construction costs above original estimates, (e) needed changes as construc- 
tion progresses, and (f) administrative review of audit and inspection reports 
to assure that the Federal interest is fully protected. In addition, staff is re- 
quired to work with the applicant’s bond counsel in the development of the bond 
indenture and related documents, review and approval of bond sales, establish- 
ment of prudent fiscal systems on the part of the borrower to assure prompt re- 
payment over the term of the loan, and subsequent bond servicing. 

As stated above, the workload is expected to increase by more than 70 percent 
above present levels. The amount of administrative expense authorization ap- 
proved by the House would not make allowance for increases in workload, so that 
proper attention to cases now in process where substantial Federal loan commit- 
ments are already involved would be hampered and prompt processing of new ap- 
plications would also be difficult or impossible to achieve. 

(2) Limitation expenses of travel 


The increase in postapproval workload discussed above also will require ap- 
preciably more travel than at present. For example, staff members must be pres- 
ent at bid openings and contract awards, and are required to determine com- 
pliance with continuing requirements of the loan indenture. 

In addition, operating experience indicates clearly that application process- 
ing is expedited and net costs are reduced by sending a representative to the ap- 
plicant college to handle questions raised by technical review, obtain clarifying 
data, and negotiate differences between the college and the Government with 
respect to significant details of the loan agreements. 
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OFFICE OF THE ADMINISTRATOR, REVOLVING FuNp (LIQUIDATING PROGRAMS) 
(Estimate, $1,940,000, proposed by committee, $970,000, in act, $970,000) 
(House hearings, pt. 2, pp. 1597 ff., 1638 ff.) 


(1) Page 36, line 18, strike out the figure “$970,000” and insert in lieu thereof 
“$1,940,000”, the estimate, an increase of $970,000 above the amount allowed by 
the House committee. 

(2) Page 37, lines 6 through 11, strike out the proviso reading: 

“: Provided, That all expenses, not otherwise specifically limited in connection 
with the programs provided for under this head shall not exceed $500,000, but 
this limitation shall not apply to expenses (other than for personal services) in 
connection with disposition of federally owned projects.” 


HOUSE REPORT 
(Pertinent excerpts, H. Rept. No. 197, pp. 9-10) 


“Office of the Administrator, revolwing fund (liquidating programs) .—The bill 
provides $970,000 for administrative expenses for programs in liquidation, of 
which $865,000 will be used by the Public Housing Administration for liquidating 
the emergency housing program, and $105,000 will be used by the Administrator 
for liquidating other programs. This is a reduction of $1,195,000 from the amount 
of limitation in 1957 and is $970,000 less than the budget estimate. The budget 
program assumes the disposition by the end of 1958 of virtually all property in the 
defense and emergency housing programs.” 


JUSTIFICATION 


As indicated in the House report, the limitation of $970,000 for administrative 
expenses includes $865,000 for the emergency housing programs administered 
by the Commissioner of the Public Housing Administration under delegation 
of authority from the Administrator, Housing and Home Finance Agency and 
$105,000 for other liquidating programs assigned for liquidation to the Com- 
munity Facilities Administration. 

The nonadministrative expense limitation of $500,000 includes operating ex- 
penses of war and emergency housing projects and certain direct and indirect 
disposition expenses. These projects are being operated by the Public Housing 
Administration until disposition can be effected. 


(1) Administrative expenses 


(a) Liquidating emergency housing program.—Public Housing Administration 
has endeavored to speed up liquidation of war-housing projects and to wind up 
the program as rapidly as possible. The following table shows a 3-year com- 
parison of the number of liquidating emergency housing units disposed of and 
scheduled for disposition, with the total original program. 

If the disposition scheduled for fiscal years 1957 and 1958 can be achieved, 
there will be no housing units remaining in the program on June 30, 1958. 


Workload, in housing units 


Disposition 


Total oa tect atelednn 
original | | 
program | Priorto | 1956 | 1957 1958 
1956 | actual | estimate | estimate 
iaicasitit —reeeadenl mantels 3 e — _ a | x chide 
Public war housing.. __- sedis 627, 044 535,442 | 53, 740 31, 099 | 6, 763 
Defense housing si ‘ . 3 ---| 15, 703 | 2, 44 | 3, 3206 | 9, 753 |. i 
Veterans reuse housing .--| 266, 926 261, 785 4, 861 BR hate oan we 
Subsistence homesteads and greentowns ; asl 5, 419 | 5,419 |. : } 
Other _..-| 77,588} 77, 588 |. 
ES etackti noms Leeeccencecee-e--| 992,680 | 882,878} 61,907| 41,132] 6, 763 








As shown by the table below (Schedule of activities), the estimate for man- 
agement costs, included in administrative expenses for the liquidating emergency 
housing program shows a decline in 1958 because of the smaller management 
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workload on the reduced number of units remaining in the program. Disposi- 
tion expenses of the program show almost no.decline. 

Not all disposition activities decline immediately as the number of units in 
the program is reduced. In the disposition process, complicated situations arise 
which require the retention of a staff of trained personnel if these properties 
are to be disposed of on terms favorable to the Government. 


Schedule of activities 


1958 estimate 
Estimate, Estimate, compared 
1958 with 1957 
estimate 


Management. -- lease -o8ic. tee 3 . $250, 000 —$230, 600 
Disposition. __- celdddicils: Gp tetkie atte ec atiie ats : 1, 495, 000 1, 480, 000 | —15, 000 


Total obligations : oa 1, 975, 000 1, 730, 000 | — 245, 000 


The estimate of $1,730,000 for administrative expenses of Public Housing Ad- 
ministration was based upon a tabulation of the salaries and expenses of those 
employees engaged in disposition, legal, management, accounting, auditing and 
mortgage servicing activities directly related to the war and emergency housing 
program. This estimate excludes the proration of supervisory expenses, such as 
the Commissioner and his staff, regional office directors and general administra- 
tion, previously charged to the program. 

The servicing of mortgages accepted in part payment for properties sold con- 
stitutes an expanding workload. On June 30, 1956, the Administration held 
10,532 mortgages with an aggregate unpaid balance of $136 million; it is esti- 
mated that that number will increase to 14,000 mortgages with balance of $179.7 
million by June 30, 1957; and 15,000 mortgages with a balance of $181.5 million 
by June 30, 1958. 

The Public Housing Administration has scheduled the disposition of all hous- 
ing units and related properties during fiscal year 1958. The 50-percent reduc- 
tion recommended by the House committee will force the Administration to ter- 
minate skilled personnel, making it impossible to wind up the program, while 
continuing the necessary mortgage servicing activity. Therefore, it is requested 
that the amount of the limitation for administrative expenses for the Public 
Housing Administration be restored to $1,730,000. 

When the disposition of all properties has been completed, the task of audit- 
ing, accounting and servicing of mortgages will remain and be continued into 
1959 and subsequent fiscal years. There also will be certain legal work in con- 
nection with the mortgages and repossessed properties. The portfolio is ex- 
pected to reach 15,000 mortgages with an unpaid balance of $181.5 million by 
June 30, 1958. 

(b) Liquidating programs administered by CF A.—Five liquidating programs 
are assigned to the Community Facilities Administration : 

Alaska housing loans 

Loans for prefabricated housing 

War public works 

Defense community facilities 

First and second advance planning programs 

During fiscal year 1958 the largest portion of administrative expenses incurred 
by CFA will be in connection with repayment of Federal advances made under 
the first and second advance planning programs. Work on the property disposi- 
tion programs will virtually end in fiscal year 1958. 

The reduction in the amount of the authorization for administrative expenses 
for fiscal year 1958 will cause an equivalent reduction in staff time and effort 
which can be made toward collection of planning advances. These repayments 
were estimated in the budget at $1,500,000 in 1958. The loss of revenue which 
will result from the reduction in administrative expenses proposed by the House 
committee will undoubtedly exceed the saving in administrative cost. 


(2) Nonadministrative expenses 


The Independent Offices Appropriations Act, 1955, imposed a limitation on the 
amount to be expended for expenses in connection with programs administered 
under provision of the act. The nonadministrative expense limitation covers 
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direct project management expense, including management and operating serv- 
ices, utilities, repairs, miantenance, replacements and general expenses;.it also 
includes certain direct and indirect disposition expenses which are relatively 
static. As housing units are removed from the workload through disposition 
activity, project management expenses of federally operated projects corre- 
spondingly decline. Therefore, the nonadministrative expense liimtation has 
declined from $20 million in fiscal year 1955 to $10.7 million in 1956 and $7.9 
million in 1957. 

By 1958 the liquidating program will have been reduced to such small dimen- 
sions as to make it extremely difficult to relate estimates of direct project man- 
agement expenses to the disposition schedule for projects. When the program 
was large, errors of estimation were generally compensatory in nature. This 
“averaging out” no longer can be depended upon. Continuation of the limitation 
could easily prove to be unmanageable and might actually hamper efforts to 
wind up the program in 1958. Consequently, the Public Housing Administration 
again requests that the appropriation language for 1958 be revised so as to elimi- 
nate the nonadministrative expense limitation applicable to the liquidating 
program. 

If the Appropriations Committee elect to retain the limitation on nonadminis- 
trative expenses, Public Housing Administration now estimates that a minimum 
of $885,000, as compared with the original estimate of $1 million, will be required 
primarily for operating expenses of federally owned directly operated projects. 
The revised estimate is based upon the current schedule of projects and disposi- 
tion dates. This schedule can be supplied for insertion into the hearing record 
if the Senate Appropriations Committee wishes. Enactment of special legisla- 
tion, local opposition to a change in ownership or operation, or the offering and 
sales requirements of existing legislation sometimes make it impossible for 
Public Housing Administration to dispose of properties by the scheduled date. 
If the administration should fail to dispose of a project by the date scheduled, 
through circumstances over which it has no control, an increase of the limita- 
tion would be required. Failing an increase of the limitation, PHA would be 
forced to arbitrarily discontinue all such direct operations prior to disposition 
of the project. 


PUBLIC HOUSING ADMINISTRATION 
ADMINISTRATIVE EXPENSES 
Title II1—Corporations 
(Estimate, $15,030,000; proposed by committee, $12,305,000; in act, $12,305,000) 


(House hearings, pt. 2, pp. 1617 ff.) 


Page 39, line 10, strike out the figure $12,305,000” and insert in lieu thereof 
“$14,305,000”, an increase of $2,000,000 above the amount allowed by the House 
committee and a decrease of $725,000 below the budget estimate. 


HOUSE REPORT 
(No pertinent references. ) 
JUSTIFICATION 


This change is a technical amendment to the authorizing language contained 
in title II of the Independent Offices Appropriation Act. 

Pursuant to authority contained in the Housing Act of 1948, the Public Hous- 
ing Administration is operated as a single integrated organization and funds for 
administrative expenses of the low-rent public housing and the liquidating emer- 
gency housing programs are consolidated in a single account, Justification is in- 
cluded in separate submissions made by the Public Housing Administration for 
the low-rent public housing program and by the Office of the Administrator for 
the “revolving fund” (liquidating programs). 

The requested authorizing limitation of $14,305,000 includes an appropriation 
of $12,575,000 and an authorization to expend $1,730,000 from program receipts 
of the liquidating emergency housing program. 


GENERAL STATEMENT 


Senator Maenuson. I understand you have a statement you wish 
to give. 
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Mr. Core. Yes, sir. With your permission I would like to read it, 
After I finish my statement, the constituent Commissioners will present 
the items in the budget. 

Senator Maenuson. I understand the several Commissioners also 
have statements. We will put them all in the record in full at the 
proper points. 

Mr. Cotz. Thank you, sir. 

I am very appreciative of the opportunity afforded by your com- 
mittee to appear today and recommend for your consideration certain 
amendments to the independent offices appropriation bill for 1958, 
H. R. 6070, as passed recently by the House of Representatives. 

The President’s budget for this Agency for the fiscal year 1958 pro- 
posed $82 million in operating appropriations and authorizations sub- 
ject to annual limitation in the bill. 

Senator Maenuson. Just a moment, Mr. Cole. For the purpose of 
the record, the total appropriations for the Housing and Home Finance 
Agency in 1957 were $55,725,000—that is, for the Administrator’s 
Office. The total for the Agency was $159,425,000. 

Mr. Cote. Yes, that is correct. 

Senator Magnuson. The budget estimates for 1958 for the Office 
of the Administrator, your office, is $15,600,000. The total for the 
Agency is $127,900,000; is that correct ? 

Mr. Corr. Yes, that is correct. 


CONTRIBUTION TO RETIREMENT FUND 


Senator Macnuson. Then you have what all other agencies have 
that have come before us, a certain fixed sum which must be contributed 
to the retirement fund. 

Mr. Cote. That is true. 

Senator Macnuson. That amounts to $652,000. , 

Mr. Corr. Yes, sir: for the Office of the Administrator. For the 
agency in total it is about $4 million. 


OFFICE OF THE ADMINISTRATOR 


Senator Macnuson. The House recommended for the Office of Ad- 
ministrator $13,205,000, and the total for the agency $119,645,000, 
which is minus $42,520,000 for the Administrator compared to 1957— 
but that includes the $40 million sum in 1957 for capital grants for 
slum clearance and urban renewal. 

Mr. Corr. That is correct. 

Senator Maenuson. That is minus $2,395,000 for the Office of Ad- 
ministrator from the budget, and you are asking for a restoration of 
$500,000 ? 

Mr. Cote. Yes, sir. 

Senator Magnuson. For the total amount of appropriations for the 
Agency it is a minus $8,255,000, and you are asking for $1,635,000? 

Mr. Cortez. Yes, sir. 

In addition, the bill proposed $106.5 million of appropriations of 
program funds for the further support of those of our financial assist- 
ance programs which are funded this way. 

In its report on the bill, the House committee recommended reduc- 
tions in the annual operating items amounting in total to $8 million. 
It further recommended reductions in the program appropriations 
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totaling $5.2 million. Thus, the bill comes before you having been 
reduced, with respect to those items specifically covered in its pro- 
visions, by a grand total of $13.2 million below the budget estimates. 

I am sure the committee understands that it is the policy of the 
administration to give sincere and careful consideration to all reduc- 
tions proposed by the House in its action on budget estimates, and to 
concur in or go along with such reductions whenever it appears reason- 
able and feasible to do so. 

Senator Magnuson. I might say right there that sometimes the 
Senate even reduces the House amount. 

Mr. Cots. I know that. 

Senator Maenuson. Not normally, but sometimes. 

Mr. Cote. Yes. On the other hand, of course, where it appears— 
because of the impact on programs or on the adequacy of services ex- 
tended to the public—that it is not wise or feasible to reduce a given 
item, or to reduce it by so large an amount, it is also our responsibility 


to point out that to your committee and to "explain the reasons for our 
conclusions. 


RESTORATIONS REQUESTED 


We have examined the House bill carefully in line with these policies 
of the administration, and the amendments we propose today are the 
result of that examination. Of the 17 items on which reductions were 
made by the House, we are proposing that increases be made only with 
respect to 7. However, of the total amount of $13.2 million involved 
in the House reductions, we are recommending only a little less than 
30 percent, or $3.8 million, for restoration to the bill in these amend- 
ments. 

In part, these downward adjustments in the budget estimates re- 
flect elements of uncertainty as to what requirements will actually 
prove to be—as, for example, in the case of the appropriation for an- 
nual contributions for low-rent housing—and our willingness at this 
time to accept the judgment of the House and to do our best to get 
along within the amounts recommended. And in part, they reflect 
recommendations which the administration has made since the budget 
was submitted, taking into account the overall economic and budgetary 
picture, looking toward scaling down somewhat the forward levels 
of planning on some of the programs. This latter is true particularly 
with respect to the urban renewal programs, college housing, and the 
special assistance functions of the Federal National Mortgage As- 
sociation. 

In only two cases have we felt it necessary to recommend to you 
restoration of the full amount of the original budget estimate. In 
both of these cases, as will appear in more detail from the material 
submitted for the record, it is our considered judgment that reductions 
below the estimates will not, in fact, effect economies, but on the con- 
trary are most likely to result in actual added costs to the Government. 





PROPOSED AMENDMENTS 


Mr. Chairman, at this point, if I may, I would like to include a sum- 
mary of the proposed Senate amendments and revised estimates for 
the year 1958. 

Senator Magnuson. That will be placed in the record. 

(The material referred to follows :) 
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OFFICE OF THE ADMINISTRATOR 


SALARIES AND EXPENSES 


Mr. Corx. With that. preamble, I will very briefly identify and 
summarize for you the amendments which we hope you may see fit to 
adopt in your action on this bill. 

Senator Magnuson. The House reduction you point out includes 17 
items. 

Mr. Cote. Yes. 

Senator Macnuson. And you are asking for the restoration of 
seven. 

Mr. Corr. Yes. 

Senator Macnuson. I think the record ought to show what 10 items 
will not be included in the amendments requested. 

Mr. Frantz. They are included in the table that has just been in- 
troduced. Would you like to have that ? 

Senator Magnuson. Yes. 

Mr. Core. “Salaries and expenses, Office of the Administrator.” 
The budget estimate for this item was $7,925,000, which the House 
reduced to $6,930,000, a reduction of just under $1 million. The re- 
port of the House committee indicated that it had allowed such man- 
datory items as retirement costs, and some increase for urban-renewal 
activities, but expected other programs financed by this appropriation 
to continue at 1957 levels. 

Senator Maanuson. In the reduction of the million dollars, that 
includes the $652,000 that is a mandatory cost ? 

Mr. Cotz. No, not in the reduction. 

Mr. Frantz. The retirement costs were allowed according to the 
House report, Mr. Chairman. 

Senator Magnuson. Yes, but actually if that item was not in there 
the reduction would be $1,642,000. 

Mr. Corr. That is very true. We did not understand your ques- 
tion, sir. 

Senator Magnuson. Because this is an item that has cropped up 
in all the appropriations for this year for all agencies, 

Mr. Corr. That is right. 

Senator Magnuson. And it must be considered in any reduction, 
because it isa mandatory cost. 

Mr. Cote. That is very true, sir. 


VOLUNTARY IIOME MORTGAGE CREDIT PROGRAM 


The report also makes clear that nothing was included for the 
Voluntary Home Mortgage Credit Program, since its legislative au- 
thority expires next June 30 under present law. A supplemental bud- 
get estimate will have to be submitted if the Congress accepts our rec- 
ommenadtion that this program be further extended. 


URBAN-RENEWAL PROGRAM 


We do not quarrel overmuch with the approach in the House action, 
Mr. Chairman, but we feel that the reduction is greater than it ought 
to be. True, I have now recommended, on behalf of the Administra- 
tion, an increase: in urban renewal grant authorization for next year 
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of $175 million, instead of the $250 million tentatively forecast in the 
original budget. We do not believe this will have much effect on 
administrative workload. 

Senator Maenuson. Is that in the nature of a revolving fund? 

Mr. Cotx. No; that is new obligational authority. 

Moreover, I want to remind the committee that urban renewal is a 
program now approaching $900 million in long-term commitments for 
Federal expenditures; by next year, it will have passed the $1 billion 
mark. This is, I think I may fairly say, an awesome responsibility 
for those of us who are charged with its administration. Our ad- 
ministrative budget as submitted called for $5.7 million. Of course, 
that is a lot of money; but it is small indeed compared with the sums 
whose expenditure the administrative budget is intended to regulate, 
govern, and protect. 

With this in mind, Mr. Chairman, we suggest—more, we earnestly 
urge—that an additional $500,000 be added to the amount now carried 
in the bill. That would be a reduction of nearly $500,000 in the 
original estimate. We believe that the money can and will be well 
spent, and prudently spent, in the effective administration of this 
vital program to which large amounts of public funds—Federal and 
local—are being committed. And I would remind our committee that, 
although much of the grant funds will not be actually disbursed until 
later years, the critical decisions that will ultimately control these 
expenditures are being made day by day and week by week, under the 
supervision of an overtaxed staff. 

Senator Magnuson. How much did the House allow you in that 
fund? 

Mr. Frantz. The House report, Senator, stated that in addition to 
retirement costs, they had included an increase of $417,000 for this 
program above the 1957 level. 

Senator Magnuson. And you are asking for an additional half 
million ? 

Mr. Frantz. That is right. 

Senator Magnuson. That is specifically for the urban renewal 
program ? 

Mr. Frantz. That is correct, sir. 





PUBLIC HOUSING ADMINISTRATION 



















ADMINISTRATIVE EXPENSES 


Mr. Corr. The next amendment we have to propose would increase 
the appropriation for administrative expenses for the low-rent public 
housing program from $11.440,000 in the bill to $12.575,000—which 
would be $1,135,000 above the amount allowed by the House, but 
$725.000 below the budget estimate. 

The House, as the committee report indicates. allowed the 1957 level 
of administrative expense, plus the amount needed to cover retirement 
costs. Certainly. if the iob to be done in the next year were substan- 
tially the same as in the current year, we could not object to that result. 
But this is not the case, for two reasons: First, gradual increases in 
staff to meet. a growing workload have led to a current expenditure 
rate already somewhat above what the House bill would allow: and 
second. the workload will continue to grow next year. 
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LOW RENT HOUSING PROGRAM 


The Housing Act of 1956 provided an additional authorization of 
70,000 low-rent housing units after last. July 31. The budget program 
submitted to the Congress provided for mereased staff to meet the 
workload of project development which naturally stems from the 
basic statutory authorization. It also gave recognition to the con- 
tinuing increase in the number of low-rent housing units in manage- 
ment during the period covered by the budget. I stress the import- 
ance of the management activity because it is only by assuring that 
local housing authorities are fully meeting their obligations under the 
annual contributions contract that we can maintain the low-rent char- 
acter of the program and keep annual contribution payments at proper 
minimum levels. 

Senator Macnuson. You participate in the maintenance of these 
projects and in the maintenance of the personnel; is that correct ? 

Mr. Corre. Mr. Chairman, the amount which is finally paid for our 
annual contributions has a relation to the cost for maintenance. 

Senator Macnuson. But there is also a contribution made by those 
who occupy and who use the projects. 

Mr. Coir. They do pay some rent; yes. 

Senator Magnuson. That is all included in the whole amount? 

Mr. Core. Yes. 

Senator Magnuson. The House says that the bill includes $95 mil- 
hon for payments to local public housing authorities under the annual 
contribution contracts, an increase of $2 million over 1957, but a reduc- 
tion of $4 million in the budget estimate. [Reading :] 

If the Public Housing Administration can make savings in local housing au- 
thority budgets through its approval authority, these savings will result in these 


payments in annual contributions being reduced. Otherwise the public will 
have to pay the full subsidized cost. 


Abuses have come to the attention of the committee from certain local au- 
thorities where families with excessive incomes are permitted to enjoy subsidized 
housing and steps should be taken by the Public Housing Administration to 
immediately stop such abuses and prevent them in the future. 

That is included in the item you are speaking of here ? 

Mr. Cote. No. This is administrative money. We have not ap- 
pealed the annual contributions item. Mr. Slusser is here, and he 
can testify to that later, if you will, please. 

Senator Magnuson. Very well. 


COLLEGE HOUSING LOAN PROGRAM 


Mr. Cote. College housing loan program. 

The budget estimate for the college housing loan program was 
$1,700,000 which the House reduced to $1,327,000, a reduction of 
$373,000 or 22 percent of the estimate. This reduction in the estimate 
is SO severe that we must request an increase in order to carry forward 
program operations in an efficient manner. 

Under the limitation proposed by the House, the Agency would 
not be able to handle the steadily increasing workload in the college 
housing program. There would be slower processing of applications 
for new loans and less progress toward construction and occupancy 
of housing and other facilities urgently needed by colleges and wni- 
versities. These delays can be very costly, both in terms of increased 
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project costs and in terms of failure to meet the dates when completed 
facilities are needed for occupancy. 

I should point out that we are requesting an increase of $273,000 
over the amount allowed by the House, to a total of $1,600,000. This 
reduction of $100,000 below the budget estimate is made to reflect the 
slightly lower level of program activity contemplated in the legisla- 
tive program presently under consideration by the Congress. 


REVOLVING FUND (LIQUIDATING PROGRAMS ) 


I am disturbed about the probable effects of the action of the House 
committee with respect to the revolving fund for liquidating programs. 

First, the administrative expense limitation was cut in : half, from 
$1,940, 000 to $970,000. We are requesting full restoration of the 
House cut of this limitation which provides for the expenses of man- 
agement and disposition of a group of liquidating programs in the 
Agency. War and emergency housing is being disposed of by the 
Public Housing Administration and 5 or 6 miscellaneous programs 
are in liquidation under the jurisdiction of the Community Facilities 
Administration. 

Substantial progress has. been made in liquidation of these activities 
and substantial returns are being made in the form of liquidating di- 
vidends to the Treasury Department. The budget program for this 
year and next, for example, contemplates liquidating dividends of 
$45 million and $22 million in the 2 years, respectively. In my judg 
ment, the administrative cost is not only reasonable but just about at 
a pr actical minimum to assure the continuation of steady progress in 
liquidation and maximum return of the Federal investment involved 
to the Treasury. 


FINANCIAL CONDITION OF AGENCY 


Senator Macnuson. Mr. Cole, at that point I think if you could 
tell us now, or if not you can place it in the record, what I think a 
lot of the people in the country as a whole don’t understand—a simple 
question—has your agency been in the red or in the black? 

Mr. Coir. Senator Magnuson, it fluctuates and varies from year to 
year. For example, a few years ago—the fiscal year 1954, I believe— 
the housing and community facilities programs of the entire Agency 
show net receipts of almost $600 million. Last year, on the other 
hand, net budgetary expenditures for al] of our programs were about 
$40 million. 

Many of our programs are not supposed to cost the Government 
anything—on a loan program, for example, there are budgetary ex- 
penditures when the loans are disbursed, and then in later years bud- 
getary receipts when the loans are repaid. Capital grants for urban 
renewal and the annual contribution subsidy for low rent housing, 
however, are examples of expenditures which do not have direct. bal- 
ancing cash receipts. The figures I just used represent the net re- 

ceipts or exnenditures for all Agence v programs. 

Senator Macnuson. That is what I am getting at. Would you 
supply for the record a statement showing your recent experience ‘ 


Mr. Core. I will be glad to do that. 
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(The information requested follows :) 


Housing AND HoME FINANCE AGENCY 


Net budgetary expenditures 
Net budgetary 
expenditures or 
receipts (—) 
s (in millions 
Fiscal year: of dollars) 
1954 actual — $595. 0 
1955 actual 53. 2 
1956 actual 38. 
1957 revised estimate 
1958 estimate 337. 0 


5 


Total 124.9 


Senator Magnuson. What I am getting at is that it has not cost 
the taxpayers any particular amount of money, has it ? 

Mr. Coin. FHA certainly has always carried its own weight. 

Senator Magnuson. I think it would be valuable to put in the rec- 
ord how it has paid its way. 

Mr. Cotr. We would be happy to do so, 

(The information requested follows :) 


FINANCIAL POSITION AS OF DECEMBER 31, 1956 


FHA gross income from fees, insurance premiums and investments has been 
sufficient to pay all expenses and insurance losses and in addition to repay early 
Treasury advances with interest ($85.9 million) and pay participating dividends 
to mortgagors ($71.6 million). After the foregoing, there remained on hand as 
of December 31, 1956, capital and statutory reserves amounting to $519.3 million. 

Senator Magnuson. It is not in business to make money. It is a 
service. But it is a service that has held its own as far as dollars and 
cents are concerned. 

Mr. Coie. That is true. 

Senator Magnuson. I think that would be very valuable for the 
record. Very few people understand that. 


OTHER AMENDMENTS 


Mr. Corr. In addition to the items discussed above, we are offering 
a number of amendments which we consider important, but which are 
rather more technical in nature. They do not call for the appropri- 
ation of any money, but deal with terms and conditions governing the 
use of funds. Thus, they include adjustments to certain travel limita- 
tions ; an increase in the limitation governing project supervision and 
inspection in three of our programs; and the elimination of one limita- 
tion which in our opinion is no longer workable. We have submitted 
statements in explanation of these amendments, and will of course be 
glad to answer questions about them. I hope the committee will have 
the opportunity to study them, and I hope they will be approved. 
Senator Magnuson. Let us start at the end and go backwards. Let 
us discuss these amendments that you have here on : the adjustments on 
travel limitations, the limitation governing the project supervision, 
the inspection in three of the programs, and the elimination of one 
limitation which I don’t know, whic h you think is no longer workable. 
Mr. Corr. I would like to have Mr. Frantz discuss that, if he m: iy. 
Senator Magnuson. Very well. 
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TRAVEL LIMITATION 


Mr. Frantz. Mr. Chairman, in the amendment forms which have 
been submitted, the first travel limitation which occurs is under the 
“Salaries and expenses” appropriation. 

(The justification follows :) 


JUSTIFICATION 


(1) Limitation on expenses of travel 


Several major functions of the Agency financed from the salaries and expenses 
appropriation are of such nature that they necessarily require extensive travel. 
The assigned responsibilities of the Compliance Division and of the Audit Branch 
ean only be effectively accomplished by sending personnel to the site of the case 
to be investigated or the records to be audited. Most importantly, however, the 
Federal program for slum clearance and urban renewai cannot function properly 
unless field representatives and technical specialists are able to keep in close and 
continuing contact with the hundreds of communities throughout the United 
States and Puerto Rico. By far the major portion of the limitation on travel is 
employed in the furtherance of the slum clearance and urban renewal program. 

Since professional employment in the field offices has increased during the year, 
it is apparent that even under the bill as passed by the House the average 
strength in fiscal year 1958 will be greater than in 1957. It is feared that hold- 
ing travel to the 1957 amount, therefore, will result in uneconomical use of pro- 
fessional personnel whose duties can be most effectively performed if they can 
visit the sites of the projects with reasonable frequency, rather than doing a desk 
job. 

The amendment to the appropriation act sought at this time would restore 
$100,000 of the $155,000 by which the House of Representatives reduced the esti- 
mate. Full restoration of the House reduction is not sought in view of the re- 
cently proposed reduction in the contract authorization for the slum clearance 
and urban renewal programs. 


REDUCTION IN TRAVEL LIMITATION 


Mr. Franz. That amendment is on page 16, line 5, of the Union 
Calendar bill, which would reduce the travel limitation under the sal- 
aries and expense appropriation, Office of the Administrator. That 
is amendment No. 1. That reduction in the bill would be from an esti- 
mate of $495,000 to $340,000. 

We have suggested, Senator, an increase of $100,000 of the amount 
reduced, which would increase that limitation to $440,000. That in- 
crease goes along with our recommendation of an increase in the ap- 
propriation itself by $500,000. It is in effect a proposal that if the 
Committee sees fit to increase our budget by $500,000, it should cor- 
respondingly increasing the travel amount. 

Senator Magnuson. What is the next one? 

Mr. Frantz. You mean the next limitation ? 

Senator Macnuson. Before you leave that, it has been pointed out 
that estimate was $495,000, and the House cut you to $340,000. 

Mr. Frantz. That is correct. 

Senator Macnuson. And you ask for a restoration of $100,000. 

Mr. Frantz. Yes, which is approximately half. 

Senator Macnuson. Which would make it $440,000. 

Mr. Frantz. That is correct, sir. 


PROJECT INSPECTION AND AUDIT 


The next limitation is under the same appropriation heading, 
amendment No. 3, page 17, line 11, which would increase the limitation 
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of $1,500,000 as provided by the House to the budget estimate which is 
$2 million. 

Senator Magnuson. The justi#<ation will be inserted in the record 
at this point. 
(Justification referred to follows :) 


JUSTIFICATION 






(3) Nonadministrative expenses 


The “Salaries and expenses” appropriation language for the Office of the 
Administrator provides that necessary expenses of conducting site supervision 
and inspection and fiscal audit of certain types of projects assisted by loans or 
grants shall be considered as nonadministrative expenses. The language covers 

' the following three activities : 
(a) Slum clearance and urban renewal projects being planned or under- 
taken by local public agencies pursuant to title I of the Housing Act of 1949, 
as amended ; 
(b) Projects financed through college housing loans pursuant to title IV 
of the Housing Act of 1950, as amended ; and 
(c) Projects and facilities financed by loans to public agencies pursuant 
to title II of the Housing Amendments of 1955. 
Funds to cover the required inspection and audit functions are provided by 
the agencies and institutions which receive the Federal loans and grants, in the 
form of fixed fees which in the aggregate are estimated to cover the cost of 
rendering the inspection and audit services. Funds so collected are not used for 
any other purpose, and do not represent appropriations from the general fund 
of the Treasury. 
The whole purpose of the inspection and audit functions performed under this 
limitation is to protect the Federal Government by assuring that projects are 
carried out in accordance with the terms of the applicable financial assistance 
contracts. 
The General Accounting Office, on several recent occasions, has recommended 
that this Agency undertake more active supervision in the form of project 
inspections and audits. Obviously, with a rising workload occasioned by proj- 
ects now entering the construction phase, it will not prove possible to undertake 
more active supervision unless the requested increase is made in this limitation. 

The following table compares the use of this limitation for the three years 
covered by the budget : 



















Actual 1956 Estimate Estimate 
1957 1958 















Slum clearance and urban renewal. ----- —oneae oumseedageaegiad $600, 000 $950, 000 
College housing loans. ----.- iets Siren alee ciated Ad vatiabn pada sdk 188, 959 465, 000 900, 000 
EES GROUT SOON 6 ses onicccsnsencsacccudadccuaspepnaneeeieeeandabert® 35, 000 150, 000 
DONO DOMGOG iain nono nteccscescenersconssasbédeudeonle GEIR Locseitecorcnieen coi neta. 

FORE NRRIOE nn. ecntivcinn< gesuussdadicndueuncsegeesns 743, 000 1, 100, 000 2, 000, 000 










ENGINEERING SUPERVISION AND FISCAL AUDIT 













Mr. Frantz. Briefly, Senator, that is a limitation on what we may 
spend for engineering supervision and fiscal audit at the site of proj- 
ects to which we are extending financial assistance. We feel and the 
General Accounting Office has rather strongly urged on us that we 
have a responsibility to provide close supervision at the project site 
of the expenditure of Federal funds. The money involved does not 
come from appropriations but comes from fees paid by the borrowers 
under these programs. So we are dealing purely with an adjustment 
ina limitation. We feel that the budget estimate should be approved. 
Senator Macnuson. The House limited that to $1,500,000. 


90699—57——11 
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Mr. Franrz. That is correct. That was a 25-percent reduction in 
the estimate. 

Senator Magnuson. And the budget estimate was $2 million. 

M:. Franz. That is correct, sir. 

Senator Macnuson. There again I think it is important to have in 
the record your fees and how you use your fees. This is used from the 
amount of money that is contributed back to the Agency. 

Mr. Frantz. We assess a fee against the project at the time it is 
approved, and that is paid to the Government in cash and placed in 
a trust account for use only for this particular item of expense. 

Senator Magnuson. What is your next item? 


TRAVEL LIMITATION, COLLEGE HOUSING PROGRAM 


Mr. Frantz. The next limitation item is under “College housing.” 
(The justification follows :) 


(2) Limitation on expenses of travel, college housing loan program 

The increase in postapproval workload discussed above also will require ap- 
preciable more travel than at present. For example, staff members must be 
present at bid openings and contract awards, and are required to determine 
compliance with continuing requirements of the loan indenture. 

In addition, operating experience indicates clearly that application process- 
ing is expedited and net costs are reduced by sending a representative to the 
applicant college to handle questions raised by technical review, obtain clarify- 
ing data, and negotiate differences between the college and the Government 
with respect to significant details of the loan agreements. 

Senator Maanuson. That is dormitories? 

Mr. Frantz. That is correct. On page 36, line 2 of the bill, this 
again isa travel limitation. The budget estimate for travel in connec- 
tion with the college housing program was $75,000. The House re- 
duced that figure to $42,000. 

May I say, Mr. Chairman, the House took all travel figures back to 
the 1957 figures. They treated them uniformly across the bill. 

As Mr. Cole said, we have requested an increase in the college hous- 
ing administrative budget as a whole from $1,375,000 to $1,600,000, 
and along with that we requested an increase in the travel estimate, 
not to the original figure of $75,000, but to $60,000. 

Senator Magnuson. The budget estimate was $75,000. You would 
be $15,000 under the budget estimate. 

Mr. Frantz. That is correct, sir. 

Senator Macnvuson. What is your next item ? 


REVOLVING FUND 





(LIQIDATING PROGRAM ) 


NONADMINISTRATIVE EXPENSE LIMITATION 


Mr. Frantz. The next limitation item is under the liquidating re- 
volvirg fund, page 37, line 6. 
(The justification follows :) 


(2) Nonadministrative expenses, Revolving Fund (Liquidating Program.) 

The Independent Offices Appropriation Act, 1955, imposed a limitation on the 
amount to be expended for expenses in connection with programs administered 
under provision of the act. The nonadministrative expense limitation covers 
direct project management expense, including management and operating serv- 
ices, utilities, repairs, maintenance, replacements, and general expenses; it also 
includes certain direct and indirect disposition expenses which are relatively 
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static. As housing units are removed from the workload through disposition 
activity, project management expenses of federally operated projects correspond- 
ingly decline. Therefore, the nonadministrative expense limitation has declined 
from $20 million in fiscal year 1955 to $10.7 million in 1956 and $7.9 million in 1957. 

By 1958 the liquidating program will have been reduced to such sma}! dimen- 
sions as to make it extremely difficult te relate estimates of direct project man- 
agement expenses to the disposition schedule for projects. When the program 
was large, errors of estimation were generally compensatory in nature. This 
averaging out no longer can be depended upon. Continuation of the limitation 
could easily prove to be unmanageable and might actually hamper efforts to wind 
up the program in 1958. Consequently, the Public Housing Administration again 
requests that the appropriation language for 1958 be revised so as to eliminate 
the nonadministrative expense limitation applicable to the liquidating program. 

If the Apprupriations Committees elect to retain the limitation on nonadminis- 
trative expenses, Public Housing Administration now estimates that a minimum 
of $885,000, as compared with the original estimate of $1 million, will be required 
primarily for operating expenses of federally owned directly operated projects. 
The revised estimate is based upon the current schedule of projects and disposi- 
tion dates. This schedule can be supplied for insertion into the hearing record 
if the Senate Appropriations Committee wishes. Enactment of special legisla- 
tion, local opposition to a change in ownership or operation, or the offering and 
sales requirements of existing legislation sometimes make it impossible for 
Publie Housing Administration to dispose of properties by the scheduled date, If 
the Administration should fail to dispose of a project by the date scheduled, 
through circumstances over which it has no control, an increase of the limitation 
would be required. Failing an increase of the limitation, PHA would be forced 
to arbitrarily discontinue all such direct operations prior to disposition of the 
project. 


AGENCY RECOMMENDATION 


Mr. Frantz. We are recommending that the committee strike the 
proviso in full. That is the limitation, Mr. Chairman, which we feel 
is no longer workable, and it is an operation that is conducted by the 
Public Housing Administration. I suggest you might want Commis- 
sioner Slusser to explain why it is not a practicable limitation in con- 
nection with this program at this time. 

In the budget we had recommended the elimination of that language. 
The House restored the limitation language and also inserted a limita- 
tion of $500,000. 


Senator Macnuson. How much did you suggest to the budget? 
Was it $7,900,000 ? 
_ Mr. Frantz. No, sir. I believe that is last year’s figure. $1 mil- 
lion is the figure in my mind as the limitation we proposed, if there 
would be a limitation. Essentially the budget recommendation was 
that there no longer be a limitation, because it is impossible to estimate 
the figure accurately or to control the expenditures. 
Senator Maenuson. That is in the revolving fund ? 
Mr. Frantz. That is correct. 
Senator Magnuson. That is from fees; is it not? 
Mr. Frantz. That is from rental revenues, largely of the war and 
emergency housing projects. 
Senator Macnuson, It isa contribution to the agency ? 
Mr. Frantz. Yes, income to the agency. 
: Senator Maanvnow. You would rather have it flexible without this 
Imitation ¢ 


Mr. Frantz. We believe we have reached the point in the program 
where it almost has to be, Senator. 
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Senator Macnuson. You say last year’s figure was $1,709,000, and 
the House reduced to $700,000. Why the drastic reduction ? 

Mr. Frantz. We had suggested a much smaller estimate of $1 mil- 
lion, due to the progress made in the disposition of the directly oper- 
ated projects themselves. This covers the operating cost of those 
projects. 

Senator Macnuson. What do you suggest now? Do you suggest 
the $1 million? If we are going to arrive at a figure, what would the 
figure be ? 

Mr. Frantz. I believe a figure is suggested here—$885,000 is our 
present estimate. 

Senator Magnuson. But the agency suggests that we do not have 
a limitation at all. 

Mr. Frantz. Yes, that we eliminate the language, sir. 

Senator Magnuson. What is your next one? 


TECHNICAL AMENDMENT, PUBLIC HOUSING ADMINISTRATION 


Mr. Frantz. I believe that is all except for a technical amendment 


on page 39, at line 10. 
fr he justification follows :) 


This change is a technical amendment to the authorizing language contained 
in title II of the Independent Offices Appropriation Act. 

Pursuant to authority contained in the Housing Act of 1948, the Public Hous- 
ing Administration is operated as a single integrated organization and funds 
for administrative expenses of the low-rent public housing and the liquidating 
emergency housing programs are consolidated in a single account. Justification 
is included in separate submissions made by the Public Housing Administration 
for the low-rent public housing program and by the Office of the Administrator 
for the revolving fund (liquidating programs). 

The requested authorizing limitation of $14,305,000 includes an appropria- 
tion of $12,575,000 and an authorization to expend $1,730,000 from program re- 
ceipts of the liquidating emergency housing program. 


ADMINISTRATIVE EXPENSES LIMITATION 


Mr. Frantz. The figure which appears there is the total limitation 
on administrative expenses of the Public Housing Administration, 
which come from two sources. Part comes from the appropriation for 
low-rent housing administrative expenses, and the other from the 
liquidating program. If our earlier amendments are agreed to by 
the committee, then this amendment would be necessary to correct the 
figure and make it consistent with the previous provisions. 

Senator Macnuson. That figure should be increased by how much? 

Mr. Frantz. From $12,305,000 to $14,305,000. 

Senator Magnuson. That concludes the limitations in language 
items ? 

Mr. Frantz. Yes, sir. 


DEFENSE MOBILIZATION FUNCTIONS 


Senator Magnuson. Thank you very much, sir. 

There is one matter for the record. The House denied a new item 
in the estimates of $175,000 for financing the cost of performing func- 
tions delegated to your agency by the ODM. You have not asked for 
that restoration. 

Mr. Corr. We have not appealed that. 
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Senator Magnuson. Why? What is the program that they wanted 
you to carry out? ; ' : 

Mr. Coxe. I will try your first question first, Mr. Chairman. Quite 
frankly, the House committee said in evry vigorous language that they 
do not approve of the method of submitting this kind of budget. They 
just turned it down. They feel it ought to be submitted in another 
way. We are again on the horns of a dilemma on it. If we are really 
to plan this program which we think is an important one, we would 
have a difficult time to carry out our responsibilities. 

As to the program itself, the President and others in the Govern- 
ment are very concerned about our preparation for the eventuality of 
either a so-called limited war or an all-out war. The President. has 
said that planning for it makes sense. Whether or not we achieve the 
objective set out in the plans which we determine in the beginning, 
because none of us knows under what circumstances and under what 
timing and kind of operations would be carried out. in the event of 
war, yet he feels very strongly that the Government does have a re- 
sponsibility to plan our organization, our responsibilities, our pro- 

osals which may be made to the Congress and to the executive branch 
in the event of war. In other words, how do we carry out our respon- 
sibilities as a housing agency with respect to such things as housing in 
a war situation? How do we carry out our responsibilities in connec- 
tion with the credit responsibilities which we have in the event of war? 
Where do we carry them out? What will be our organization? What 
legislative proposals will we suggest in the event of an all-out or 
limited war ? 

It is our effort and intent to be as prepared as possible to plan for this 
eventuality. This is the basis generally for the request of the appro- 
priation in the House. 

Senator Dirksen. What work have you done in that field, Mr. Cole? 


PROGRESS IN WAR PLANNING 


Mr. Corr. We have done a great deal of work, Senator. Based on 
our limited means we have assigned people within the various con- 
stituent agencies and the Office of the Administrator. These people 
have been meeting and laying plans. We have laid out a plan of 
action. We have identified problems. We have identified possible 
organizations. We have carried out the original, shall I say, primary 
basic organization, and identified those things which should be done to 
really activate the planning and the proposals which we could present 
to the Government to say that these are our wartime plans. 

In other words, we have a basis now. We have identified the prob- 
lem. As you know, we have certain exercises which we go through 
each year. Some of them are limited, some of them are rather wide- 
spread. There will be another one this summer where we carry out. 
simulated situations and try to evaluate what we would do under cer- 
tain situations. 

Senator Magnuson. You can probably do a great deal of this work 
without this money anyway, can you not? 

Mr. Corr. Our guess is that we cannot do a great deal of it, sir. 
We can take the time out of the people who are doing other things 
some of the time, but I must say in our judgment it will not be very 
effective. It will not be effective in relation to the request on the part 
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of ODM that we have plans, programs, policies, suggestions ready in 
the event of an all-out war. This we cannot accomplish without 
funds. 


PURPOSE OF FUNDS REQUESTED 


Senator Dirksen. How would you employ the $175,000 ? 

Mr. Cote. The money would be utilized by the various constituent 
agencies to employ personnel, frankly, to work upon these proposals. 

I wonder if I might use an example, Senator. In the event of an 
all-out war certain legislative authority must be enacted. It is the 
idea of the Government that we should be prepared today to present 
to this Congress legislation which we think would be necessary in the 
event of either a limited or an all-out war. We should be able to walk 
up here to present to you legislative proposals which should go into 
effect at that time. In order to do that, we need people to do it. We 
need people who understand the agency’s procedures and the type of 
organization which would be activated in such an eventuality. We 
need to have people who can draft such legislation. We need to 
examine the legislation. We need to see w hether or not it is really 
workable under the best assumptions we can make. This is just one 
illustration of the kinds of things we would do. 

Without an appropriation, in my judgment we could not under- 
take that broad an attack upon the problem. 

Senator Macnvuson. Without this appropriation, you would have 
to designate people to do this work, but it would be only supplemental 
to the work they are already doing. With it, you would designate 
people to devote their time to this particular thing. Is that not the 
whole story ? 

Mr. Corz. That is correct. May I add one more thing? I suppose 
that every agency head or department head feels that people are com- 
pletely and fully occupied. Otherwise they should not be working. I 
“feel that we run a pretty tight agency. I feel that our people work 
overtime and fill their day with occupations which we direct them to 
do. Of course, we can find an hour or two from somebody some place. 
We will do the best we can. I am merely saying that we cannot do the 
job as envisioned by the ODM if we don’t ‘have some money to do it. 


PROGRESS MADE BY ODM 


i oe Dmxksen. How much or how little has ODM done in this 
eld? 

Mr. Corr. The only answer I can give to you w ould be a very general 
one. As I view it as an administrator. and as I view my discussions 
with them, I must say that they are extremely concerned and are doing 
everything they can to pull ‘together some very difficult problems. 
They have carried on a great deal of planning and a great deal of 
study. There are many documents now available for the benefit of the 
executive branch in this regard. 

Senator Dirksen, the briefings which we have with respect to the 
strength of possible enemies, the briefings which we have with respect 
to results of an all-out atomic attack upon the United States, leave all 
of us who go through these briefings with an understanding, at least 
that we will be faced with a very ‘catastrophic situation if this ever 
occurs. God forbid that it does. But it seems to make sense to us, 
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and I am sure it must to the Congress, that to sit idly by and never 
give it another thought—let us start with the black side of it—would 
seem unwise, It would not seem to us to live up to our responsibilities 
as public servants. How much we do, under what circumstances we 
do it isa matter of judgment. As the Senator well knows, I could not 
discuss in a public meeting matters which are of a security nature. I 
will be very Aappy to discuss with you at any time some of the things 
which we are doing. It is one of these difficult things for us to say 
to you: We think it is good but I can’t tell you all of the things in 
a public session as to what we are going. We are again on the norns 
of a dilemma there. 

Senator Dirxsen. If this item were allowed, I assume that you 
would ask for an equivalent amount or a larger amount in succeeding 
years to carry on the preliminary work that was done. 

Mr. Coir. I would assume, Senator, that there would also be an 
item in this budget for this purpose. 

Senator Dirksen. And A the have a habit of growing. 

Mr. Corx. I have never seen many of them not grow. Some of 
them don’t. 


Senator Dirr«sen. I think that is all on that item, Mr. Chairman. 


ADMINISTRATIVE EXPENSES, URBAN RENEWAL PROGRAMS 


Senator Magnuson. Then we will turn to the first nontechnical 
amendment you are requesting. Mr. Reporter, will you please insert 
in the record at this point the statement that has been supplied? 

(The statement referred to follows :) 


SALARIES AND EXPENSES 
Estimate, $7,925,000; proposed by committee, $6,930,000; in act, $6,930,000. 


(House hearings, pt. 2, pp. 1505 ff.) 


(2) Page 16, line 17, strike out “$6,930,000” and insert in lieu thereof 
“$7,430,000” an increase of $500,000 above the amount allowed by the House 
committee and a decrease of $495,000 below the budget estimate. 


HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 197, pp. 8-9) 


“Salaries and expenses, Office of the Administrator—The committee recom- 
mends $6,930,000 for the Office of the Administrator, a reduction of $995,000 in 
the budget estimate and an increase of $705,000 over 1957. The amount recom- 
mended provides for continuing the current level of operation in 1958 in all 
programs except urban renewal, where the net increase over retirement costs is 
$417,000. The voluntary home mortgage credit program is not included in the 
1958 budget estimate as it must have legislative authorization to be continued.” 


(2) Salaries and expenses 


The requested appropriation for 1958 for salaries and expenses covers ad- 
ministrative costs in connection with four programs and activities: 
General agency supervision. 
Consolidated compliance activities. 
Advances for public works planning. 
Urban renewal programs. 
The House Report (H. Rept. 197), quoted above, indicates that it was the 
intention of the committee to continue the 1957 level of staffing and expenses 
(plus added costs of retirement contributions) in the first three of these activi- 


ties and to permit some expansion in staffing and expenses in connection with the 
urban renewal programs. 
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Effect of House action.—Because of the steadily increasing workload in the 
urban renewal programs, it is feared that the House reduction in the administra- 
tive budget for these activities would have the following effects: 

(a) It will not be possible to process promptly and adequately the applications, 
plans, and requisitions for funds submitted by the local public agencies. These 
are ordinarily complex and highly technical submissions, which require careful 
review by staff specialists to assure the development of feasible projects and the 
effective and economical use of Federal financial assistance. 

(6b) The development of backlogs and resulting delays in making necessary 
decisions can impose serious hardships and administrative difficulties on local 
agencies and programs. In addition, the lost time adds materially to project 
costs, two-thirds of which must ultimately be borne by Federal funds. 

(c) Processing of applications and project plans under the adverse conditions 
of backlogs and the strains and pressures which result from them can lead to 
costly mistakes which are avoidable under proper operating conditions. Where 
such mistakes involve such matters as the valuation of land for acquisition and 
for reuse purposes, the cost of such mistakes to the Government can easily far 
outweigh the administrative cost of adequate and timely processing. 

Conclusion.—Some reduction in the original budget estimate is appropriate at 
this time, in view of the reduction in program level for 1958 envisioned in the 
administration’s legislative program. However, it is recommended that $500,000 
of the $995,000 reduction made in the House bill be restored. This would require 
an appropriation under this head of $7,430,000, as compared with an original 
eanete of $7,925,000 and a figure of $6,930,000 in the bill as passed by the 

ouse. 


PREPARED STATEMENT 


Mr. Corr. This amendment refers to the administrative expenses of 
urban renewal. I would like to introduce Mr. Richard L. Steiner, 


Commissioner of the Urban Renewal Administration, who will speak 
on this item. 


Senator Macnvson. You may proceed Mr. Steiner. 
Mr. Sterner. Mr. Chairman, may I offer my prepared statement 


for the record ? 
Senator Magnuson. Certainly, sir. 
(The statement referred to follows :) 


STATEMENT OF THE URBAN RENEWAL COMMISSIONER 


Mr. Chairman and Senators, I am very grateful for this opportunity to discuss 
with you and your committee the effect of the House action on the appropriations 
for the Office of the Administrator as they relate to urban renewal programs for 
the coming fiscal year. The President's budget recommended a significant in- 
crease in the administrative expenses for urban renewal programs in fiscal year 
1958. There were three basic reasons for this recommendation : 

1. The continuing growth of the programs as new localities begin the planning 
of projects and experienced localities expand the scope of their efforts. 

2. The increasing complexity of the program resulting from the broadening and 
expansion of the original title I of the 1949 act as a result of the Housing Acts 
of 1954 and 1956. 

8. More realistic appraisal of URA’s administrative duties and recognition of 
the need for greater supervision of projects to assure the economical use of 
Federal funds and the discharge of statutory responsibilities, particularly in the 
execution stage of projects. 

In its action with respect to appropriations for salaries and expenses for the 
Office of the Administrator, which includes the funds for administrative ex- 
penses for the urban renewal programs, the House reduced the budget estimate 
by $995,000. In doing so, the committee report did make specific reference to the 
need for expansion of the urban renewal staff and provided for an increase in 
that staff equal to approximately one-fourth of the amount requested. This 
limited increase is not adequate to meet existing commitments for service to 
localities and additional demands which will originate during the budget year. 
Since we believe that certain economies can be effected to reduce administrative 
costs below the original budgetary requests, we have not requested the restoration 
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of full reduction contained in the House bill. However, we strongly urge the 
restoration of $500,000 of that reduction. 

There has been some misunderstanding with respect to the effect of the reduc- 
tion in the amount of capital grant authority requested by the Administration’s 
legislative program on the level of program activities. We anticipate little or 
no reduction at all in terms of the number of new projects approved during fiscal 
year 1958. This will be accomplished within the framework of the present pro- 
gram by the elimination of unduly costly features in proposed projects, by sug- 
gesting to localities that they arrange the sequence of projects so that less costly 
projects will be put under contract first, and by subdividing into individual proj- 
ects some of the very large project proposals of localities. The reduction of 
eapital grant authority will make greater staff demands since projects will re- 
quire more careful scrutiny and closer supervision to assure that all possible 
economies are realized. 

By its approval of a local project, the Federal Government assumes a long- 
term obligation, not only in terms of its formal contractual obligation to make 
available to the locality advances, loans, and grants, but also to supervise the 
expenditure of Federal funds in accordance with Federal law and sound admin- 
istrative practice. The Government must be prepared to review the planning 
proposals of the locality, to approve its budgets and requisitions, to coneur in 
its proposals to acquire and dispose of project land, and otherwise participate 
in a wide variety of local actions. The Government is under a statutory obliga- 
tion to make available to the locality a variety of technical and professional 
skills under that portion of the law which authorizes the Administrator to pro- 
vide an urban renewal service to communities. It has become increasingly 
obvious that, in the past, the HHFA has not been able to provide the level of 
supervision and service necessary to assure fully successful and effective pro- 
grams. In hearings before the House Banking and Currency Committee last 
year, there was considerable testimony from local officials and private redevelop- 
ers that the failure to provide adequate staff for speedy reviews of local pro- 
posals results in costly delays. The report on those hearings stated: 

“The subcommittee, on the basis of its review of the situation up to date, is 
of the opinion that the housing agencies, in presenting their budget requests to 
Congress, have not emphasized sufficiently the novel and difficult features of the 
work required under the 1954 and 1955 Housing Acts, and the necessity of pro- 
viding staff so that local programs may go forward with dispatch and 
decision. * * *” 

Furthermore, the General Accounting Office in a number of audit reports and 
comments has urged closer supervision of project operations and expenditures 
of Federal funds. URA concurs in this approach, but to provide this type of 
supervision requires additional staff. 

During the past few years, as the number of projects has grown, the need to 
provide service and supervision has likewise grown. By the end of the current 
fiscal year there will be 431 active title I projects, a net increase of 55 from 1956. 
Under present estimates, the total number of active projects for fiscal year 
1958 will be 551 or an increase of over 25 percent. A further complicating fac- 
tor is the increasing proportion of those projects which will be in the execution 
stage. In 1956 there were 126 such projects in that stage. The estimates for 
1957 and 1958 indicate 205 projects and 310 projects, respectively, in execution. 
Contrary to our original expectations, experience has shown that the level of 
assistance required during the execution stage rises sharply. 

In view of this large commitment to existing title I projects, the sharp re- 
duction in budget estimates contained in the House bill must inevitably result 
in backlogs and delays with respect to new projects, since it will be necessary 
to give attention first to those projects to which URA is already committed. 
We shall be in the position of not being able to devote sufficient staff time to 
review all new project proposals, and we shall be unable to provide the super- 
vision and service to these new projects at the level they require. Projects 
instituted under such conditions will, in the long run, be more costly to the 
locality and to the Federal Government. 

Let me assure the committee that this Agency is fully aware that the solu- 
tions to the problems it faces in carrying out the urban renewal programs do 
not all lie in the area of staffing. We are exerting every effort to simplify the 
programs and to provide the mechanisms so that projects can be carried out 
more economically and efficiently. However, those efforts, our existing com- 
mitments, and new requests from cities will suffer unless there is an adequate 
staff to handle all the demands which are placed upon it. 
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CONTRACT 





AUTHORITY 


Senator Magnuson. The House mentions here, and I do not quite 
get the direct connection—in the salaries and expenses of the Office of 
the Administrator—they say the amount recommended contains an 
amount to carry on that necessary for all programs except urban re- 
newal. They did give you $1,275,000. 

Mr. Sretner. The $1,275,000 is the contracting authority for the 
urban planning assistance program, which is a relatively small pro- 
gram compared to the urban renewal program. 

Senator Maanuson. I see. They are two different programs. 

Mr. Srerner. The $417,000 refers to administrative salaries and 
other objects. 

Senator Magnuson. On the urban renewal program. This is a 
different one which is charged to you by law. 

Mr. Sretner. Both programs, urban planning assistance and urban 
renewal, are serviced by the same staff, so the $417,000 will affect the 
personnel available to work on urban planning assistance and urban 
renewal programs. 

COM MUNICATION 


Senator Macnuson. I want to put in the record a telegram from 
the mayor of Tacoma on the urban renewal program, protesting its 
curtailment. 

(The telegram referred to follows :) 


Tacoma, WasuH., March 25, 1957. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D. C.: 


The city of Tacoma is shocked with the recent American Municipal Asso- 
ciation announcement that the present urban renewal program is facing curtail- 
ment. Our State legislature has just passed the necessary enabling legislation 
to allow Tacoma and other cities to take part in this program. It is of the 
utmost urgency that our slum clearance projects be commenced and be com- 
pleted. Please give us your assistance to save this program. 


JOHN H. ANDERSON, 
Mayor, City of Tacoma, Wash. 














URBAN RENEWAL PROGRAM 


Senator Magnuson. I have just put in the record a protest on the 
limitation of the funds from the mayor of Tacoma, from my home 
State, and I have some other letters of a similar vein. 

Mr. Sterner. Y es, sir. The State of Washington, as you undoubt- 
edly know, has passed necessary enabling legislation this year for the 
first time. 

Senator Macnuson. Yes. 

Senator Dirksen. Mr. Steiner, when we were discussing urban 
planning grants, I presume there was something more to be said about 
the urban renewal program in its entirety, was ‘there not ? 

Mr. Srerner. Yes, sir. The urban renewal program is a much 
bigger operation than the urban planning assistance program. Both 
have been growing. 
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RESTORATION REQUESTED 


We have asked in the statement which has been filed for the record 
for a restoration in the cut which was made by the House. The House, 
as you know, cut the budget of the Office of the Administrator by 
$995,000. The appropriation for urban renewal staff and services is 
part of the total figure for the Office of the Administrator. 

We have asked in our statement that there be restored $500,000 of 
that cut. We feel that is essential to give minimum satisfactory su- 
pervision to the program during fiscal year 1958. Some of our de- 
tailed reasons are set forth in the statement. 

I do not know whether you want me to go into the statement or read 
parts of it or what would be the best way. 

Senator Drrxsen. I just want to get a few highlights in mind. 
This is another term for slum clearance, actually. 

Mr. Srerner. It is broader than slum clearance, sir. Prior to the 
act of 1954, the program was limited to slum clearance. In the 1954 
act concepts of rehabilitation, neighborhood rehabilitation and con- 
servation have been added. So now urban renewal, as we use the 
term, is a broad, all-inclusive term to include slum clearance, rehabili- 
tation and conservation. 


TOTAL PROJECTS 


We do have now in all about 102 projects, most of which have been 
approved for planning, others of which are in the pending applica- 
tion stage, which involve at least a considerable amount of rehabilita- 
tion activity. 

Senator Dirksen. The burden of this program, of course, is on ap- 
plication to go in and take over an area and demolish the slums and 
prepare it so that it can be developed for new homes. 

Mr. Sterner. It is not by any means so limited today. While it 
was in earlier years, by no means is it a clearing and demolishing 
type of program only. In terms of acres to be covered, there will un- 
doubtedly be more acres eventually—more rehabilitation work than 
there will be clearance and rebuilding. 

Senator Dirksen. What is the present precise nature of this re- 
habilitation work ? 


HYDE PARK-KENWOOD AREA IN CHICAGO 


Mr. Srerner. One of the first large projects that had a lot of atten- 
tion is the Hyde Park-Kenwood area in Chicago. There are two 
small clearance sections known as Hyde Park A and Hyde Park B. 
There are several hundred acres in a large rehabilitation and conserva- 
tion project there. 

What will be done in the rehabilitation area is to enforce all the 
codes and ordinances of the city, the housing code, the building code, 
the sanitary code, and so forth. This is done by the local officials. The 
whole program is a local program. All we do is lend financial and 
technical assistance to local programs. They will also encourage 
the local homeowners to fix up their properties through a program of 
voluntary rehabilitation which will be aimed at standards higher than 
those which can be compelled under code enforcement or police-power 
enforcement. 
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To assist them in doing such rehabilitation and such remodeling, 
FHA has available its section 220 mortgage insurance which provides 
particularly favorable terms for this type of rehabilitation work. 

Senator Magnuson. Let me ask this question at this point: In those 
mortgages, do you guarantee them similar to regular FHA mortgages? 

Mr. Mason. Yes, sir. 

Senator Magnuson. And you charge a service fee? 

Mr. Mason. Yes, sir. 

Senator Macnuson. One-half of 1 percent? 

Mr. Mason. Yes, sir. 

Senator Maenuson. That is where you said earlier you get your 
contribution. 

Mr. Mason. Yes, sir. 
Senator Macnuson. There is no difference in the financing. 
Mr. Mason. None at all. 


PUBLIC AOTIONS 


Mr. Sterner. In addition to the rehabilitation of individual struc- 
tures in such an area, a project will contemplate certain public actions 
to rehabilitate the neighborhood, to rehabilitate the neighborhood as 
an attractive and decent place for people to live and to go on living for 
years on into the future. 

This involves public action. It may involve closing some of the 
streets to through traffic, possibly dead-ending them or looping them 
around so you do not have a great deal of through traffic through these 
residential areas. 

It may involve buying some small amounts of land and introducing 
into the area playgrounds, perhaps playgrounds next to existing 
schools, and things of that sort. 

Senator Dirksen. They make the plan and estimate the cost and 
submit it? 

Mr. Sterner. Yes, sir. 
Senator Dirksen. How much do you, by way of loan and grant, 


. 


make upon a proposal of that kind? What are your limits? 






PROJECT COST INVOLVED 





Mr. Srerner. All the necessary costs of such a povect go to make 
- what we call the gross project cost. This includes the purchase 
of any land which needs to be purchased for clearance, any land which 
needs to be purchased to provide playgrounds, and things of that 
sort, in the area. Also, the overhead, the salary of the people in the 
local agency, the interest, Government-inspection fees, appraisals, 
legal services, costs of demolition, cost of certain site, and utility im- 
provements. All of these things go into the cost of the project. 

Senator Dirxsen. In the case of Hyde Park, it is $25 million. 

Mr. Sterner. I do not have the figure. 

Senator Dirksen. Let us assume $25 million. That is the figure 
they assumed. 

Mr. Sremner. They will submit a specific figure. 

Senator Macnuson. May I ask this queston: But the main objec- 
tive of this renewal project is housing; 1s that correct? 
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Mr. Srerner. Yes, sir. Al our projects have a housing significance 
im one way or another. 

Senator Macnuson. The. main, objective is housing. Suppose a 
city wanted to do this for its civic center and housing was incidental 
around it; could that be done? 

Mr. Srerner. Yes, sir. Under certain circumstances that could be 
done. Any project has to have a housing significance. 

Senator Macnuson. What I am trying to get at, is that the primary 
objective of this? 

Mr. Srerner. The primary objective is to get rid of bad housing or 
produce good housing. ; oS 

Senator Macnuson. Housing is the primary objective. 

Mr. Sterner. Yes, sir. 

Senator Magnuson. You might have a city hall that might be inci- 
dental to it or a playground, but the primary objective is the housing; 
is that correct ? 

Mr. Sretner. Yes, sir. To either get rid of bad housing or provide 
good housing. 

Senator Magnuson. The only project I have seen or am familiar 
with—I do not know about Chicago—but would that be the same 
as they did up in New York on the East Side where they took out a 
whole street? Did you participate in that? 


NEW 





YORK CITY PROJECTS 


Mr. Sreiner. There are 10 projects m New York City under exe- 
cution contract. 

Senator Maenuson. That is the type of project you are talking 
about ¢ . 

Mr. Sterner. There are 10 New York City projects in all. A project 
does not have to have new housing uses if the area was predominantly 
residential before. In other words, if you are getting rid of a slum, 
according to the law, any new uses which are appropriate may go into 
the area. If you are clearing a blighted area which is not predomi- 
nantly residential, then the new uses must be predominantly 
residential. 

It must be predominantly residential either before or after the 
project operation, with 1 exception, 1 special exception, not to use 
up more than 10 percent of the total funds, in which case there must 
still be a substantial amount of housing in the area to be cleared. 

Senator Magnuson. That is what I want the record to show. 

Mr. Srerner. There is always a significant housing feature in these 
projects. 

Senator Dirksen. Let us assume $25 million for the Hyde Park 
project. 

Mr. Sterner. Let us assume that figure. I am sorry I do not have 
the actual figure with me—I guess maybe we do have. You are just 
about right. It is a little over $25 million. That is the Federal grant. 

Senator Dirksen. $25 million is the grant? 

Mr. Srerner. That is the Federal grant reservation. That is the 


amount of Federal money set aside to ultimately satisfy the needs 
of that project. 
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Senator Dirksen. That is a free and unencumbered capital grant? 
Mr. Steiner. It is a capital grant reservation. It is not committed, 
Mr. Frantz. It will be when paid. 

Senator Dirksen. That is the point. When they move to a satis- 
factory degree of progress in this area, that grant finally becomes 
available and it is an outright unencumbered grant? 

Mr. Sterner. Yes, sir; that is correct. There are loans involved 
also, but this is the grant. 


AUTHORIZED COMMITMENT TOTAL 


Senator Dirksen. What is your authorized commitment total under 
this program ? 

Mr. Sretner. The authorized commitment total for capital grants 
is $1 billion, of which $900 million is currently available. 

Senator Dirksen. What is your loan authorization at the same 
time? 

Mr. Sretner. The loan authorization is $1 billion. 

I did not quite complete the example we started on here. I do not 
know whether you would like me to or not. All these costs go into 
gross project costs. Then any land which is cleared is offered for sale 
or lease. Any proceeds that are obtained from selling the land are 
deducted from the gross project cost to obtain a net project cost. 

That net project cost is shared one-third by the locality and two- 
thirds by the Federal Government. 

Senator Dirksen. Your two-thirds is on the net? 

Mr. Srerner. Yes; two-thirds on the net. I would be glad to fur- 
nish, if you would like to have it, either for yourself or for the record, 
an actual financial plan for the Hyde Park project, if you would like 
to see that. 

Senator Dirksen. I wish you would send me one. 

Mr. Srerner. Would you like that for the record or for yourself? 

Senator Magnuson. Send it to the Senator from Illinois and we 
will put it in the file. 

Mr. Steiner. Yes, sir. 


URBAN-PLANNING GRANTS 


Senator Maenuson. Let us go on to urban-planning grants. 

There is some controversy about that. The bill contains $1,275,000 
for matching grants to State, metropolitan, and regional planning 
agencies to finance urban-renewal planning in small cities, metro- 
politan, and regional areas. The amount provided is a reduction of 
$225,000 in the budget, and also from the amount provided in 1957. 
The total appropriations of $10 million are authorized for the pro- 
gram and $4,500,000 have been provided in previous years. You 
have a reduction of $225,000 and that is the reduction from the 1957 
amount. 

Mr. Sterner. It is a reduction from the 1958 request, sir. 

Senator Macnuson. That is what I meant. It is also a reduction 
from the amount you had last year. 

Mr. Sterner. Yes, sir. 

Senator Macnuson. And total appropriations of $10 million are 
authorized and $4,500,000 has been provided. This bill contains 
$1,275,000 which would make, then, $5,775,000 ; is that correct? 
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Mr. Frantz. Yes, sir. 

Senator Macnuson. Toward the $10 million authorization. 

Mr. Frantz. That is correct, sir. 

Senator Magnuson. What is happening to this program? 

Mr. Sretner. I am Richard Steiner, Commissioner of the Urban 
Renewal Administration. 


Senator Dmrxsen. You are going to talk about planning, are you 
not, for urban renewal ? 


PROGRAM DESCRIPTION 


Mr. Sterner. Yes,sir. Urban planning assistance program. 

Senator Dirksen. First I wish you would tell us in a very simple 
way exactly how this program proceeds and the people who are 
interested in these grants. 

Mr. Sterner. Yes, sir. There are two main aspects of this pro- 
gram. Both of them involve Federal grants on a 50-50 matching- 
fund basis. In other words, dollar-for-dollar matching-fund basis. 

Senator Magnuson. This is to subdivisions of government, such as 
cities ¢ 

Mr. Srerer. If I may, let me try to explain the two aspects of 
it. 

Senator Magnuson. Very well. 

Mr. Steiner. The first aspect is grants to State planning agencies 
to enable them to render planning assistance to municipalities of less 
than 25,000 population. 

The second aspect of the program is grants for metropolitan and 
regional planning which may be either to State planning agencies 
or metropolitan planning agencies or regional planning agencies to 
engage in regional or metropolitan planning work. 

Senator Magnuson. Such as the State of Illinois, there is prob- 
ably an urban planning agency for the metropolitan district of Chi- 
cago, I suppose. 

Mr. Steiner. I am not sure of that. 

Senator Macnuson. Anyway, it would be a big city of that type. 

Mr. Sterner. Yes, sir. Some of them are smaller cities. There 
are some counties which pretty well embrace an entire metropolitan 
area. 

Senator Magnuson. What do you grant for a city of 25,000? 

Mr. Sterner. It goes to the State planning agency. In the case 
of Illinois, there is one for the State housing board for Lawrenceville, 
Ill. That money goes to the State housing board. 


APPLICATION PROCEDURE 


Senator Dirksen. First, Mr. Steiner, does this happen on applica- 
tion from the State or do you help to initiate it? 

Mr. Sreter. No, sir. This is entirely on application from the 
agency receiving the grant, either from the State agency or the metro- 
politan or regional planning agency. 

Senator Dirksen. They must make an application to you for X 
number of dollars for planning and set out in some detail what they 
have in mind by way of a project ? 
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Mr. Sterner. They set out a specific program for a small city. They 
might propose to make a land-use study, to develop a zoning ordi- 
nance, perhaps to develop land-subdivision regulations, maybe to make 
a recreation study, a study in general terms of future needs for water 
supply and sewerage, needs for future streets, or future school de- 
velopment plans. In other words, any type of plan that would relate 
to the physical development of the future growth of that particular 
small city. 

Senate Maenuson. I would like to get this straight. You give 
them this 50-50 grant if they are eligible. 

Mr. Sterner. Yes, sir. 

Senator Macnuson. What do they use it for? Is it to hire some- 
body to go out and engineer the plan? 

Mr. Srerner. The State planning commission 

Senator Maenuson. They have their own people. They have a 
State planning commission. 

Mr. Sterner. Yes. In some cases they use the money to employ 
staff which renders this aid. 

Senator Magnuson. Added staff or they may go out and contract 
for the planning. 

Mr. Sterner. It iseither way. They may use a planning consultant 
or they may do it by adding to their own staff. 


TOTAL STATES INVOLVED 


Senator Dirksen. How many States have made application under 
this provision ? 
Mr. Srerner. On the aid to small cities, there are 19 States, which 


are now under contract, for a total of 36 contracts, aiding 277 small 
communities. 

On the metropolitan and regional planning work, we have a total 
of 15 States involving 29 contracts to aid a total of 28 areas. 

Senator Dirksen. What do you do about determining the capacity 
of the State or the metropolitan regional area to finance this kind of 
a program without Federal assistance? Do you examine into it, or 
do you accept at face value any application that comes from a State 
agency ? 

Mr. Sterner. I think, sir, as to the smaller cities that we really do 
not examine their financial capacity. As to the smaller cities, I think 
it is inherent in the legislation itself that a city of under 25,000 does 
not have adequate capacity to do a thorough planning job without 
assistance. Legislation therefore provides that assistance be rendered 
to them by an agency of the State in each instance with Federal 
assistance. 

Senator Dirksen. That would not prevent the State from undertak- 
ing the whole cost, if they wanted to do so. 

Mr. Sterner. No, sir. 

Senator Dirxsen. It looks like a large number of States. 

Mr. Frantz. We do require a firm showing of their capacity and 
readiness to put up their 50 percent. 

Mr. Srerner. That is right. They do have to show that. If I under- 
stood your question, which I may not have, they do not have to make a 
showing that they are unable to meet the entire cost themselves. They 
do have to show that they can meet their one-half. 
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Senator Dirksen. What I have in mind is this: I think in States 
like Illinois, California, New York, one would normally believe that 
they have adequate capacity to aid their own communities-witheut 
expecting a 50-percent matching grant from the Federal Govern- 
ment. There may be States on whom that would be a burden. I don’t 
know without taking a look. 

Senator Magnuson. What they do as I understand it is this: Here 
is the State planning commission, and they have a project for city A, 

Mr. Sterner. Yes, sir. 

Senator Magnuson. They say we have 5 people working for us, we 
will put on there, and you give us some money and we will add 5 more 
people and that is the project. They don’t actually show up with 50 
percent of the money, do they? 

Mr. Sterner. They may do it in cash or they may do it in the value 
of salaries. 

Senator Magnuson. What they do is in value of salaries. Have you 
ever seen any cash come in down there? 

Mr. Srerner. Yes; there are some. 

Senator Magnuson. Very little. 

Mr. Srerner. I can’t say how many. I don’t have the figures with 
me. There are quite a few cases where there is cash for this purpose. 
There are quite a few cases where the agency’s budgets do provide 
funds. 

Senator Magnuson. There may be cash if they hire an outside 
agency. If the project costs $100,000, they will say we will pay them 
$50,000 if you pay them $50,000. Mainly they transfer their per- 
sonnel to the project and contribute that amount. 

Mr. Srerner. I would not say that is entirely true, Senator. 

Senator Magnuson. It does happen quite a bit ? 

Mr. Sterner. It happens in some cases, but there are quite a few 
cases where the States have specifically increased appropriations of 
State funds from one year to another so that they could have addi- 
tional staff to work under this program. 

Senator Magnuson. To be assigned to a particular project ? 

Mr. Sterner. Yes. 


NATURE OF PROJECTS 


Senator Dirksen. Mr. Stemer, what is the nature of these projects 
generally ? 

Mr. Sretner. Generally on the small cities, as I indicate, they may 
involve studies of the economic trends, the population trends, the 
need for various types of land utilization, needs for zoning ordinances, 
for street plans, water plans, school plans, recreation plans, any kind 
of physical development plans relative to guiding the future growth 
of these communities. When the legislation was originally passed it 
was based on a concern for sound growth particularly in smaller 
towns and metropolitan fringes. The basic concept behind this pro- 
gram is that the Federal Government is interested in having commu- 
nities plan properly in the first intsance, so as to avoid the kind of 
slum and blighted areas that we try to deal with through our regular 
urban-renewal program. 

Senator Dirksen. Do you encourage these communities through 
their States to request these funds ? 
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Mr. Sterner. No, sir; we do not. Since the program was passed in 
1954, interest has grown steadily. It has not been spectacular. We 
actually have a backlog of applications. The applications have come 
to us faster than we have been able to handle them. We have just 
been so busy, aside from everything else, trying to handle the appli- 
cations that have come to us in due course that we have not had any 
time to even think about the possibilities of stimulating them or any- 
thing of that sort. 


TOTAL DISBURSEMENTS 


Senator Dirksen. How much are you disbursed under this pro- 
gram ? 

Mr. Sterner. About a half million has actually been disbursed so 
far. 

Senator Magnuson. You mean for the whole program ? 

Mr. Srerner. Yes, sir; that is the amount actually disbursed; com- 
mitted under contract is about $2,250,000. 

Senator Magnuson. You must have disbursed $4,500,000 over the 
life of the program because you have $1,275,000 more. 

Mr. Srerner. Excuse me, sir. The $414 million is the total appro- 
priation. Under this program, we cannot contract beyond the appro- 
priation. 

Senator Magnuson. If you have not reached $4,500,000, why do you 
ask for anything? 

Mr. Sretner. We have committed up to the end of March $24 
million. We will commit, we estimate, somewhere around an addi- 
tional one-half million the rest of this year. 

Senator Macnuson. We have given you $414 million. What has 
happened to the rest of it? 

Mr. Srerner. The balance is in the estimate for fiscal 1958. There 
will be a carryover. Our 1958 requirements will be made up out of 
the carryover from the $414 million, plus the additional $1,275,000 
provided in the House bill. 

Senator Macnuson. So you plan to spend under the program, or 
have spent, over $5 million; is that not correct ? 

Mr. Srerner. No, sir; we plan to contract for in 1958 about $3 mil- 
lion. We can only contract the amount which has been appropriated. 
The authorization amount of $10 million in the basic legislation is not 
a contracting authority. 

Senator Maenuson. I understand that, but you plan to disburse 
either under contract or actual disbursements over $5 million. 

Mr. Sretner. Yes, sir; by the end of 1958. 

Senator Magnuson. By the end of the year? 

Mr. Srerner. Yes, sir; that is correct. 

Senator Magnuson. Otherwise you would not ask for anything. 

Mr. Sterner. That is right. $5,775,000 by the end of 1958 would be 
contracted, not disbursed. 

Senator Macnuson. If we cut you off right now, where are you? 

Mr. Sterner. If you cut us off right now, we have contracted for 
$214, million. 

Senator Magnuson. You said you cannot do that under the au- 
thorization. 


Mr. Srerner. We can contract up to the appropriated amount. 
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Senator Magnuson. You would be limited to $4,500,000. 

Mr. Sterner. Yes, for contracting and disbursing. 

Senator Maenuson. So if we just left you at $4,500,000, you still 
have a few things to do. 

Mr. Sterner. We would have for next year about $1,750,000. 

Senator Maenuson. To contract for? 

Mr. Sterner. Yes, sir; against an estimate of need of $3 million. 

Mr. Frantz. If our estimates are correct. 

Senator Maenuson. If your estimates are correct you would need 
this additional amount, but if we left it alone and appropriated 
nothing, you still have $114 million that you contract with. 

Mr. Frantz. We would have to cut off halfway through the fiscal 

ear. 
: Mr. Sterner. Yes, sir. We would probably be out of business by 
midpoint of the fiscal year. 

Senator Macnuson. By that time you would have committed that 
amount ? 

Mr. Sterner. Yes, sir. 

Senator Maenuson. The reason I ask that is that when everybody 
comes up here and asks for restoration, the Senate sometimes cuts 
the bill, too. 

Mr. Steiner. We are not asking for the restoration of the House 
cut in this case. 

Senator Maenuson. You are at least asking that we keep what the 
House gave you! 

Mr. Srerner. Yes. 

Senator Magnuson. We may cut that. 

Mr. Sterner. I am also saying that if we get less than that, some 
time before we get to the end of fiscal 1958 we will have to stop acting 
on applications. 

Senator Dirksen. This is also a congressional program, is it not? 


PROGRAM RECOMMENDED BY PRESIDENT’S ADVISORY COMMITTEE 


Mr. Sterner. No, sir. This is a program which was recommended 
by the President’s Advisory Committee on Governmental Housing 
Policies and Programs and which was incorporated in the Housing 
Act of 1954 based upon the recommendation of the President’s Ad- 
visory Committee. 

Senator Magnuson, It is a comparatively new program ? 

Mr. Sterner. Yes, sir. It came into being in the 1954 act the 
first time. 

Senator Dirxsen. Is it reasonable to assume that when you get up 
to the $10 million you will ask for additional authority to go ahead 
with the program ? 

Mr. Srertner. The basic recommendation of the President’s Ad- 
visory Committee, and the legislative history, I think, establish it 
clearly as a permanent program. 

Senator Dirksen. That 1s permanent, based on the availability 
of funds. 

Mr. Sretner. Yes,sir. The intention is that it be a continuing pro- 
gram and not that it is a temporary program to meet a temporary need 
for a limited period of time. 
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AREAS INCLUDED IN PROGRAM 





Senator Dirksen. What are some of the larger metropolitan areas 
that have filed applications for aid ? 

Mr. Sterner. I can tell you where they are located. Metropolitan 
areas—Hartford, Conn., Baltimore, Md., Eugene, Oreg., Providence, 
R. I., Little Rock, Ark., Fresno, Calif., Denver, Colo., Atlanta, Ga., 
Savannah, Ga., Baton Rouge, La., Portland Main, Detroit, Mich., 
Springfield, Ohio, Cleveland, Ohio, Harrisburg, Pa. 

Senator Dirxsen. That is enough for our purpose. 

Mr. Sterner. Nashville, Tenn. They are scattered around the 
country quite generally. 

Senator Dirksen. What is the largest amount that has been dis- 
bursed to any metropolitan area, region, or State? 

Mr. Sreimer. I am not sure I have that with me, sir. I do not 
think I have the list by individual projects. I could furnish it for 
the record. 

Senator Dirksen. Would you supply something along that line? 

Mr. Srerner. Yes,’sir; I will be glad to furnish that for the record. 

Senator Dirksen. Thank you. 

(The information requested follows :) 


URBAN PLANNING ASSISTANCE PROGRAM (PLANNING ASSISTANCE TO SMALL CITIES) 
URBAN PLANNING ASSISTANCE PROJECT NO. PA. P-2 
Federal grant contract, $125,203 


The contract is with the Pennsylvania Department of Commerce, designated as 
the official State planning agency, and is matched by $128,900 of State and local 
funds. 

The purpose of the grant is to aid the department of commerce in providing 
urban planning assistance to 30 small municipalities in the State having a popula- 
tion of less than 25,000 with the objective of developing a comprehensive general 
community plan for each of the communities as a whole to guide growth and 


development and aid in preventing conditions leading to the formation of blight 
and slums. The communities are: 


Allegheny County : Fayette County : 
Carnegie Borough Perryopolis Borough 
Clairton City Uniontown City 
McCandless Township Lancaster County : 
MenroeviHe Borough Manheim Township 
Oakmont Borough Millersville Borough 
White Oak Borough Lehigh County: Emmaus Borougn 
Armstrong County: Ford City Borough Mercer County: 
Beaver County : Farrell City 
Beaver Falls City Greenville Borough 
Rochester Borough Hickory Township 
Bedford County: Bedford Borough Sharpsville Borough 
Butler County: Butler City South Pymatuning Township 
Sentre County: State College Borough West Middlesex Borough 
Delaware County : Wheatland Borough 
Marple Township Venango County: Franklin City 
Radnor Township Westmoreland County : 
Springfield Township Monessen City 


North Huntingdon Township 
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URBAN PLANNING ASSISTANCE PROGRAM (METROPOLITAN AND REGIONAL AREA 
PLANNING) 


URBAN PLANNING ASSISTANCE PROPECT NO. TENN, P-—3 


Federal Grant Contract, $103,130 


The contract is with the Davidson County Planning Commission in Nashville, 
Tenn., and is matched by an equal amount of non-Federal local funds. 

The grant will aid the commission in making surveys, studies, and plans in- 
volved in the preparation of a comprehensive general plan for the Nashville 
metropolitan area as a whole to guide future growth and development and aid 
in preventing conditions leading to the formation of blight and slums, which 
includes the rapidly growing fringe area surrounding Nashville. 


ADMINISTRATIVE EXPENSES, PUBLIC HOUSING ADMINISTRATION 


Senator Maenuson. I believe the next amendment concerns ad- 
ministrative expenses for the low-rent housing program of the Public 
Housing Administration. Here, your budget request was $1,300,000; 
the House reduced this to $11, 440,000 ; ; you are requesting an increase 
of $1,135,000 over the House figure to a total of $12,575,000. And that 
is some $725,000 below the budget estimate. 

Mr. Cotx. That is correct, sir. 

Senator Magnuson. We will insert the statement of justification 
which you have supplied. 

(The justification referred to follows :) 


ADMINISTRATIVE EXPENSES 
Estimate, $13,300,000; proposed by committee, $11,440,000; in act, $11,440,000 


(House hearings, pt. 2, pp. 1617 ff.) 


Page 17, line 22, strike out the figure “$11,440,000” and insert: in lieu thereof 
“$12,575,000,” an increase of $1,135,000 above the amount allowed by the House 
committee and a decrease of $725,000 below the budget estimate. 


HOUSE REPORT 


(Pertinent excerpts, H. Rept. 197, p. 10) 


“Public Housing Administration, admiinstrative expenses.—The committee 
recommends an $11,440,000 appropriation for administrative expenses of the 
public-housing program in 1958, a reduction of $1,860,000 in the estimate and an 
increase of $740,000 over the appropriation for 1957. The amount appropriated 
for 1958 is the same amount as is available for 1957, plus retirement costs.” 


JUSTIFICATION 


From the comment in the House report it appears that the House Appro- 
priations Committee intended to recommend appropriations to the Public 
Housing Administration in the same amount for 1958 as was available dur- 
ing the current fiscal year (plus retirement costs). The allowance does not 
take into account the increase of development workload placed upon the Ad- 
ministration by the Housing Act of 1956 and the increased management workload 
resulting from completion and occupancy of new low-rent projects. There- 
fore, the reduction will seriously impair and limit the program in several 
ways. 

1. The Housing Act of 1956, approved August 7, 1956, authorizes new con- 
tracts for loans and annual contributions after July 31, 1956, for not more 
than 35,000 units. This amount will be increased by 35,000 additional units 
on July 1, 1957. The Administration also was authorized to assist the con- 
struction of new housing or the remodeling of existing housing to provide ac- 
ecommodations designed specifically for elderly families. 
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Due to the late approval of the Housing Act of 1956, the program did not) 
get into full operation until late in fiscal year 1957 when the budget amounted 
to $10,700,000. The program is budgeted for its first full fiscal year in 1958, 
This budget estimate was developed after analysis of actual past experience 
of the low-rent program and after study of the minimum requirements for ad- 
ministration of the program. The estimate was based upon the best judgment 
of PHA officials as to the rate at which local communities would be prepared 
to enter into program reservations, execute preliminary-loan contracts, select 
sites, execute annual-contributions contracts, start construction, and complete 
projects for the management stage. It must be remembered that under the 
low-rent, public-housing program, initiative with respect to the establishment 
of a project rests with the local public agency rather than the Federal agency. 
The responsibility of the Public Housing Administration is to staff its offices 
so that there will be maximum efficiency in utilization of money and manpower. 
That is the reason the Administration has kept employment to a low point 
during the first part of the current fiscal year. 

Commensurate with the workload, initial recruitment of personnel has been 
restricted to the types of skills required at the very earliest stages of protect 
development. Thus, full provision has not yet been made for a staff with skills 
required in connection with construction, financing, and activities associated 
with preparing projects for occupancy. It had been planned in the 1957 budget 
to add these employees only at a rate corresponding with development of the 
program during both this and the succeeding fiscal year. Employees added 
du~ing the latter portion of this year should be continued into 1958 for the entire 
year. 

The budget estimate for the development program authorized bv the Hons- 
ing Act of 1956 is based on minimum controls and reviews considered neces- 
sary to safeguard the Federal interest. A reduction of administrative expense 
funds would necessitate a curtailment of the authorized program or limit the de- 
gree of reviews and controls considered necessary to insure that proper con- 
struction standards are maintained. A reduction necessarily would result in 
much of the work being deferred and the workload reduced to a point where it 
could be handled with the funds made available. 

2. The appropriation for fiscal year 1958 does not take into consideration 
an increase in management workload. Although the management workload 
has increased from 429,111 units in management at the end of 1957 to 450,749 
units under management at the end of 1958, the agency has not planned any 
increase in the size of its management staff for 1958. The dollar increase re- 
quested was fo cover the salary costs for a full year of the positions added for 
a portion of 1957. 

Federal management activity is directed mainly to the task of insuring that 
obligations assumed by the local authority at the time of execution of the an- 
nual contributions contract are being faithfully performed. Only in this way 
is it possible to assure that the low-rent character of the program is main- 
tained and that the financial requirement of the Federal Government in paying 
substantial annual contributions to support the program is protected through 
economical and prudent onerations. It must be emphasized that the day-to-day 
operation of low-rent housing is a local, not a Federal, responsibility. Through 
its seven regional offices, the Public Housing Administration maintains’ close 
contact with the local authorities and their project staffs. 

It is vitally important that PHA’s present staff be retained to strengthen and 
improve our management supervision. Management activities must increase as 
the program enlarges through the completion and occupancy of new low-rent 
public housing units. To the extent that the Administration can encourage 
operating economies at the project level, thus increasing residual receipts from 
the operation of the projects, an equivalent savings can be made for the tax- 
payer. The cut in management funds made by the House Appropriations Com- 
mittee can only be absorbed by eliminating or reducing present operations. Ip 
many cases these reductions might well have the effect of increasing the long-run 
cost of the program to the Government. 

3. Another important problem presents itself and must be given consideration. 
The Public Housing Administration operates with a single integrated organiza- 
tion which serves all activities. Personal services and other costs of individual 
employees in certain organizations cannot be related to specific programs. 
Following the established policy, costs of organization units serving both pro- 
grams have been prorated between programs on the basis of time distribution 
reports. This has been especially true between the low-rent and the liquidating 
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programs. As the liquidating program has declined, personnel in service organ- 
izations, such as, legal, management, audit, accounting, etc., has been assigned, 
as they are needed in these same activities, to the increasing requirments of the 
low-rent program. Therefore, these costs are being shifted from the liquidating 
fund to the low-rent fund. It is anticipated that liquidating program staff func- 
tions will decline gradually as the program progresses. Those employees quali- 
fied for work on the low-rent program will continue to be transferred to the 
unused authorized positions, provided necessary funds are available. This 
process will gradually reduce fund requirements of the liquidating programs and 
at the same time increase fund requirements for the low-rent program. The 
administration’s appropriation estimate for fiscal year 1958 recognizes this transi- 
tion period and the proposed reduction would make it necessary to terminate 
these employees as they complete work on the liquidating program. 

4. The proposed reduction of administrative expense funds would adversely 
affect another vital factor of Public Housing Administration organization and 
management. The Public Housing Administration has long been concerned by 
the high average age of many of its highly specialized technical personnel. To 
provide for ultimate replacement of older employees as they reach retirement 
age, the Administration is employing 40 professional trainees in the GS—5 or 
GS-7 level for training at strategic places in the organization. This trainee pro- 
gram will cost about $200,000 and should be continued for future efficiency of 
operations. 

CONCLUSION 


The Public Housing Administration feels that its original estimate of $13,- 
300,000 for administrative expenses was not excessive for the anticipated work- 
load. However, in the interest of economy, the Administration has reduced its 
original estimate to $12,575,000, a saving of $725,000. An appropriation of less 
than $12,575,000 would not permit PHA adequately to meet its responsibilities 
for cooperation with local housing authorities in the development and efficient 
management of the low-rent program. 


ADMINISTRATIVE ExpENsEs, Pustrc Houstna ADMINISTRATION, HovusING AND 
Home Finance AGENCY 


Schedule of activities 























| 1958 estimate} Bill com- 
Budget esti- | Budget esti- | House bill com pared pared with 
mate, 1957 mate, 1958 | with 1957 es- 1958 esti- 
mate mate 
(1) (2) (3) (4) | (5) (6) 
PoP ce 
FUNDS AVAILABLE FOR OBLI- 
GATION 
Appropriation._.................| $10,700,000 | $13,300,000 | $11, 440,000 | +$2, 600,000 | ! —$1, 860, 000 
ANALYSIS BY ACTIVITY De ee ri  saastain ied tase nee 
| 
1. Development___........._--- 5, 050, 000 | 6, 960,000 j_...........-- +1, 910,000 |__...........- 
2. Management. -...........-..- 5, 650, 000 | 6, 340, 000 }...........-.- +90, 000 }...........-.- 
Total obligations. -_____.__- 10, 700, 000 13, 300, 000 11, 440, 000 +2, 600,000 | ' —1, 860, 000 








1In the interest of economy. PHA has reduced its original estimate by $725,000 and, therefore, requests 
restoration of only $1,135,000 of the funds eliminated by the House Appropriations Committee. 
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Standard classification schedule 


1958 estimate Bill com- 
Budget esti- | Budget esti- | House bill com pared pared with 
mate, 1957 mate, 1958 with 1957 es- 1958 esti- 

timate mate 


(1) ‘ (3) (4) (5) (6) 


FUNDS AVAILARLE FOR 
OBLIGATION 


Appropriation ____- $10, 700,000 | $13, 300, 000 | _ Sl, 4 440, 000 +$2, 600, 000 








ANALYSIS RY STANDARD 

CLASSIFICATION = 
| 
| 


Persona! services | 8, 560, 10, 280, 100 
Travel. ._- es 838, 998, 000 
Transportation of things so 10, 700 
Communication services 210, 224, 000 
Rents and utility services_- 560, 728, 000 
Printing and reproduction__- 50, 000 
Other contractual services - _- J | 85, 000 
General Accounting | 
Office audit___- sat 102, 000 
Supplies and materials _ _-_- 77, 000 
Equipment 78, 000 | 


Grants, subsidies, “and con-— 
655, 200 i | +655, 200 
\- 


| 
tributions -| 
demnities....._- al 6, 000 7,000 _ 1,000 


+1, 720, 100 

+160, 000 
+700 | 

+14, 000 

+68, 000 

+6, 000 

— 36, 000 


+4, 000 
+7, 000 | 





Refunds, awards, and in- 
Taxes and assessments. 5, 000 | 5, 000 











Total obligations nee 10, 700, 000 13, 300, 000 11, 440, 000 +2, 600,000 | ' —1, 860,000 
| 





' In the interest of economy PHA has reduced its original estimate me $725,000 and, chante, requests 
restoration of only $1,135,000 of the funds eliminated by the House Appropriations Committee. 


PREPARED STATEMENT 


Mr. Cote. Mr. Slusser, the Commissioner of the Public Housing 
Administration, is here and will be glad to discuss the proposed 
amendment. 

Mr. Srusser. Senator Magnuson, I have a prepared statement 
which, with your permission, I would like to submit for the record. 

Senator Maanvson. Certainly, Mr. Commissioner. 

(The statement. referred to follows:) 


STATEMENT BY CHARLES E. SLUSSER, COMMISSIONER, PUBLIC HOUSING 
ADMINISTRATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to appear before you for a discussion of the Public Housing Administration pro- 
gram and our fund requirements. We have provided the committee with brief 
statements concerning the action taken by the House Appropriations Committee 
on appropriations and authorizations of funds for fiscal year 1958. I would 
like briefly to highlight the significant effect of this action on the housing pro- 
grams administered by PHA. We are affected by 2 appropriations and 3 au- 
thorizations to expend program receipts. 

The largest appropriation estimate is for payment of annual contributions to 
low-rent public housing projects. These contributions are authorized by the 
United States Housing Act of 1987, as amended. At the time annual con- 
tributions contracts are executed, a firm obligation of the Federal Government 
is established, through PHA, to pay these contributions when they become due. 
For fiscal year 1958 fixed contributions are estimated at $122 million, includ- 
ing 6,318 new units receiving their first contribution during that year. Project 
income of $23 million would reduce annual contribution requirements to $99 
million—the amount of our estimate. 

The estimate submitted by Public Housing Administration was reduced to 
$95 million and I am not appealing the reduction. New projects have not been 
permanently financed as rapidly as our budget contemplated; and they will be- 
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come eligible for annual contributions at a date later than our original estimate. 
We also will continue to work for improvement of local housing authority 
operations, thereby increasing residual receipts and decreasing annual con- 
tributions requirements. 

We will do our best to hold annual contributions payments to the $95 million 
allowance. However, if it appears that an increase in the appropriation is 
necessary, request for a supplemental appropriation will be submitted to the 
Congress after actual requirements can be determined. 

The second item we are not appealing is the nonadministrative expense limita- 
tion for the low-rent public housing program which was reduced from $2.4 
million to $2.2 million. This limitation covers the operating expenses of the five 
federally owned and operated low-rent projects; it also covers salaries and ex- 
penses of Federal inspectors assigned to low-rent projects while they are under 
construction. The Public Housing Administration will adjust the program so 
that it can work within the allowance granted by the House committee. This 
fund does not involve appropriations but is a limitation on the expenditure of 
program receipts. Rents and other project income from the federally operated 
projects are more than sufficient for operating expenses. The cost of inspection 
of projects under construction is reimbursed by local housing authorities. 

The fund reductions which can have a serious effect on our operations relate 
to administrative expenses and the limitation on operating expenses of the 
federally owned and operated projects remaining in the liquidating emergency 
housing program. First, let me mention our workload and its relation to the 
need for administrative expense funds. 

The Public Housing Administration is operated as a single integrated organi- 
zation to administer the low-rent public housing program and to complete dispo- 
sition of the liquidating emergency housing program. Administrative expenses 
are provided by Congress through an appropriation for the low-rent program 
and an authorization to expend program receipts of the liquidating program. 
Our estimate of $13.3 million for the appropriation was reduced to $11,440,000; 
our estimate of the authorization for the liquidating program was reduced from 
$1,730,000 to $865,000, a 50-percent decrease. This represents a total reduction 
of $2,725,000 in our administrative expense funds. Public Housing Adminis- 
tration is a relatively small organization with an increasing workload in the 
low-rent program. I again have reviewed our original budget estimate and 
believe it was not excessive for the anticipated workload. However, in the 
interest of economy, I now am requesting an appropriation of only $12,575,000 
for administrative expenses of the low-rent program. This is $725,000 less than 
our original estimate of $13.3 million. Any greater reduction will not permit 
PHA adequately to meet its responsibilities for cooperation with local housing 
authorities in the development and efficient management of the low-rent 
program. 

The Housing Act of 1956 authorized new contracts for loans and annual con- 
tributions after July 31, 1956, for an additional 70,000 units of low-rent public 
housing. The act also authorized assistance in construction of new housing or 
the remodeling of existing housing designed for the elderly. Operations of the 
new program did not commence until late in the fiscal year 1957. The program is 
expected to be in full operation during fiscal year 1958 and the budget estimates 
were prepared on that basis. Our 1957 budget estimates assumed that technical 
personnel would be recruited only as the workload increased. The initial recruit- 
ment of personnel has been restricted to types of skills required at the very 
early stages of project development. The increase of funds requested for 1958 
is not to be used for creating new positions, but only to continue present author- 
ized positions. Employees added during the latter part of this year will be 
needed and should be continued into 1958 for the entire year. These positions 
largely comprise professional technicians, a few trainees, and the related clerical 
employees, all of which are considered essential to effective operation of our 
programs. 

The management workload also will increase during 1958 when the total number 
of completed low-rent units is expected to reach 451,000. It is not planned to 
increase the size of the management staff in 1958, but the appropriation increase 
is needed to cover salary costs of the positions added for a portion of 1957. 
This is the staff which works daily with local housing authorities in the con- 
tinuing effort to improve financial operations of the projects and reduce annual 
contributions requirements. 

There is another problem which affects administrative expense fund require- 
ments during 1958. Since Public Housing Administration has a single integrated 











184 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


organization, personal services and other costs of individual employees in certain 
operating and staff organizations cannot be related to specific programs. The 
policy of Public Housing Administration has been to prorate costs between the 
two programs on the basis of time distribution reports. As the liquidating 
program declines, personnel in the common service organizations, such as, 
legal, management, accounting, and auditing are being used in the low-rent 
program where they are needed. Therefore, the cost must be shifted from the 
liquidating fund to the low-rent appropriated fund. The amount of general 
supervision presently prorated to the liquidating program also must be shifted 
to the low-rent program. 

I also would Jike to mention our new trainee program, which in the past has 
been favorably commented on by Congress. Some of our employees have been 
with the program since its beginning. The average age of our present staff 
in the PHA is high. For example, the average age of our development staff is 
55 years. Within the next 5 years about 100 employees will face mandatory 
retirement. About 80 percent of these are in the higher grades of 12 and above. 
Therefore, we must have an effective program to place trainees within the 
organization at strategic positions for training and who will be used as replace- 
ments for specialized employees reaching the retirement age. Forty trainees 
now are being recruited. Some of them already are on duty. This will cost about 
$200,000 during the next fiscal year. 

The reduction in administrative expenses for the liquidating emergency hous- 
ing program from $1,730,000 to $865,000 is far short of the amount required. | 
had planned to put all available resources into an all-out effort to complete the 
disposition of all housing units during 1958. The final disposition of dwelling 
units does not complete the task. In addition to the disposition program, we 
must support an adequate accounting and mortgaze servicing staff required 
for the maintenance of the large number and dollar volume of mortgages acquired 
in nartial payment of properties sold. 

In developing the budget estimate of $1,730,000 for fiscal year 1958, we in- 
cluded salaries and expenses only of staff engaged in disposition, mortgage 
servicing, accounting, auditing, legal and services directly related to the liquidat- 
ing program. In view of our efforts to dispose of all housing units, it seems 
unwise to terminate or transfer the experienced disposition staff before that 
activity is completed. The servicing of mortgages accepted in part payment 
for properties sold constitutes an expanding workload. Our budget assumed 
that the portfolio would reach 15,000 mortvages with an unpaid halance of more 
than $180 million by June 30, 1958. On the basis of current workload, the esti- 
mate seems to be a good one. On February 28 we had 13.000 mortvages with 
an unpaid balance of $146 million. Collections of principal and interest now 
are running at a rate of $19 million per year. It will be necessary to provide 
some expansion of staff for the mortgage servicing and accounting activity be 
cause of the continuing increase in the portfolio. 

Now, let me briefly discuss the last item—the nonadministrative expense 
limitation for the emergency housing program. This does not involve an apnro- 
priation. It is an authorization to expend program receipts. We requested that 
this limitation he removed and estimated that expenditures would amount to $1 
million. The House bill retains the limitation and establishes the amount at 
$500,000. 

The number of dwelling units in operation is declining so rapidly that it is 
extremely difficult to relate estimates of direct project management expenses to 
the disposition schedules for projects. Let me review the trend of these expendi- 
tures during recent fiscal vears. For 1955, the limitation was $20 million: for 
1956, it was reduced to $10.7 million: and for 1957, it is further reduced to $7.9 
million. It now appears that expenditures in 1958 will be less than $1 million, 
but it is difficult to he certain. For that reason, I believe that the limitation 
should be removed. Continuation of the limitation could prove to be unmanage- 
able and might actually hamper efforts to wind up the program in 1958. Sales 
are often delayed by factors over which PHA has little discretion. Enactment of 
special legislation, local opposition to a sale, or the offering and sales require- 
ments of existing legislation, sometimes make it difficult to dispose of properties. 
If a sale were not completed by the scheduled date, PHA would require an in- 
crease of any existing limitation. Failing an increase of such a limitation, PHA 
would be foreed to arbitrarily discontinue all such direct operations prior to 
disposition of the project. 

Thank you very much, gentlemen. I will try to answer any questions you have 
for me. 
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ANNUAL CONTRIBUTIONS 


Senator Macnuson. I have no questions on the general aspects of 
this matter. I would like, though, Mr. Cole, if you would have some- 
one explain the criticism of the House on the annual contributions, 

Mr. Cote. Yes. Mr. Slusser will discuss that. 

Senator Maenuson. You are familiar with the House report on 
this? 

Mr. Stusser. Yes, sir, I am. 

Senator Maenuson. I think the record should have ‘some 
explanation. 

Mr. Stusser. Sir, you were speaking as to the annual contribu- 
tions ¢ 

Senator Maenuson. Yes. 

Mr. Suusser. I believe that 

Senator Magnuson. They reduced you $4 million from the budget 
estimate. 

Mr. Stusser. Yes, sir. I think it has been historically true that 
each year we have been reduced a certain amount. We have tried to 
make that up and some years we have made it up by efficiency in 
the operation of the plant of the various local housing authorities. 
At the present time we are at about 75 percent of the total subsidy. 
We feel we are doing a good job in keeping up the income and the 
residual receipts that apply to the subsidy payment. We feel that 
we are doing a good job in attempting to keep efficiency and economy 
in the management. 


ABUSES BY LOCAL AUTHORITIES 


Senator Magnuson. What do you have to say of the House’s 
comment that abuses have come to the attention of the committee by 
certain local authorities where families with excessive income are en- 
joying this so-called low-cost housing? 

Mr. Stusser. I would not attempt to say that we do not have some 
of those tenants. We do not believe it is a serious thing. They are 
reviewed semiannually and in some instances quarterly. There may 
be here and there some abuse of it. But I don’t believe it is a gen- 
eral abuse. I think that probably a condition came out of the fact 
that one local housing authority published a statement of its income 
limits, and in doing so they published a schedule beyond what actu- 
ally is their income limit, showing levels of income and the rent that 
would be required for that income. But that is far beyond their in- 
come limits. Anyone who is in and has an eviction notice must pay 
the additional rent on that schedule until they get out. Unfortu- 
nately, this was published in total. As I recall the House record, it 
went down as $8,000. We have no one with an $8,000 inicome in 
public housing. 

Senator Maanuson. It would not have any effect on the contribu- 
tions regardless of the income of the people. They are the same 
anyway. 

Mr. Stusser. That is not right. I think the reference to abuse was 
overincome tenants. 

Senator Macnuson. It is a matter of administrative policy, but it 
would have no effect on the dollars and cents contributions that come 
in whether you had an excessive income or not. 


















186 INDEPENDENT OFFICES APPROPRIATIONS, 1958 
Mr. Stusser. I might say that if we got the additional rent, it 
would help to reduce the subsidy. 


TOTAL PUBLIC HOUSING AUTHORITIES 


Senator Dirksen. How many public housing authorities of all kinds 
are there today ? 

Mr. Stusser. Public housing authorities? 

Senator Dirksen. Yes; regional, county, local. 

Mr. Siusser. Approximately 900, Senator. 

Senator Dirksen. This aggregate item of $95 million represents 
contributions that go all the way back to the inception of this 
program ? 

Mr. Stusser. That is correct. 

Senator Dirksen. What is the oldest project on which we pay 
contributions today ? 

Mr. Susser. I don’t want to be positive about this. In 1937 the 
contributions were authorized. Some time after that the first project 
was built, which I would say was 1940 or 1941. The act of 1949 
established $336 million as the total subsidy authorized by the Con- 
gress. At the present time, we are using $90 million of that $336 
million. 

Senator Dirksen. What do you see in the future in the way of an 
increase in that contribution ? 

Mr. Susser. At the present size of the total it will not go up too 
rapidly. It has not in the past years. I think last year’s payment 
in subsidy was around $80 million. This year it is around $90 
million. 

Senator Dirksen. Are there any projects on which we have gotten 
out from under any subsidy whatsoever ? 

Mr. Stusser. Yes, sir. The earliest projects built under the PWA 
program that were transferred to the local authorities, we do not pay 
subsidy on that. The Lanhams that were transferred for low-rent 
use, we pay no subsidy on that. 

Senator Dimxsen. I am thinking mainly in terms of the regular 
a housing units that are built under the authority of a local 
1,0using authority. 








TOTAL UNITS IN PROGRAM 


Mr. Susser. The total program represents at the present time 
about 420,000 units of public housing. We are paying subsidy on 
about 380,000 units. 

Senator Direxsen. That number would increase by how much in 
1957 ? 

Mr. Stusser. At the present rate it will increase around the neigh- 
borhood of 20,000 to 25,000 units this year. 

Senator Dirksen. What difficulty do you have in local housing 
authorities or with tenants with respect to those who are over the 
income limit ? 

Mr. Stusser. We have no difficulty as far as evicting them is con- 
cerned or giving them notice to move when they are over income. 
The local housing authorities have different methods by which they 
review the rates. Some have a so-called fixed-rate schedule and 
review that every 6 months, and test the tenant and his employer as 
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to his present income. Also, they check whether there are other wage 
earners that have come into the family in that time. Some of them 
do that quarterly. It is one of the very difficult things for us, 
frankly, because it creates a great turnover in the projects. 

Senator Dirksen. You must refresh me on your formula again. 


FORMULA FOR ESTABLISHING INCOME LIMITS 


Mr. Sxusser. The formula for establishing income limits? 

Senator Dirksen. Yes. 

Mr. Susser. We take the conditions within the community—the 
economic conditions within the community—and then take the lowest 
wage levels in that community and’they must pay 20’percent of their 
income for rent. The rent of the unit must be 20 percent under the 
comparable private housing that is for rent in that community. 

Senator Dirksen. This differs with different communities and you 
have sufficient authority for a flexible operation in that field. 

Mr. Stusser. We study each community and cause the local housing 
authority to give us justification for any increase in income limits. 

Senator Maenuson. You look at that every 6 months? 

Mr. Srusser. Not at that every 6 months. That goes on for a year 
or 2 years or 3 years, depending on the change in the community. But 
the rent of an individual in an apartment is reviewed every quarter, 
every half year, or yearly. 

Senator Dirksen. I think that is all on that.item for the moment, 
Mr. Chairman. 

Senator Magnuson. I have no further questions on this. 


ADMINISTRATIVE EXPENSES, COLLEGE HOUSING PROGRAM 


Senator Macnuson. The next item is the limitation on expenses 
for the “College housing loan program.” You were asking for $1.7 
million and the House lowered this to $1,327,000. You have requested 
partial restoration to a total of $1,600,000. This is an increase of 

* $273,000 over the House bill, but $100,000 below the budget estimate. 

Let the record show at this point the justification you have sub- 
mitted with respect to this item. 

(The justification referred to follows :) 


(Estimate, $1,700,000; proposed by committee, $1,327,000; in act, $1,327,000) 
(House hearings, pt. 2, pp. 1587 ff.) 


(1) Page 35, line 13, strike out the figure “$1,327,000” and insert in lieu 
thereof $1,600,000", an increase of $273,000 above the amount allowed by the 
House committee and a decrease of $100,000 below the budget estimate. 


HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 197, p. 9) 


“Administrative expenses, college housing loans.—The bill provides $1,327,000 
for administrative expenses related to the college housing loan program, a re- 
duction of $373,000 in the budget estimate and an increase of $227,000 over 
1957. The program is financed by a Treasury borrowing authorization of 
$750 million, and the program presently provides loans at a 24%4-percent interest 
rate te‘finance housing and related facilities at educational institutions. ‘The 


limitation in the bill on administrative expenses will provide $172,500 over 1957 
plus retirement costs.” 
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JUSTIFICATION 
(1) Administrative expenses 

The House Committee on Appropriations recommended and the House enacted 
a reduction of $373,000 in the requested authorization for administrative ex: 
penses in connection with the college housing loan program. At this time, it 
is requested that an increase of $273,000 in the authorization approved by the 
House be granted in order to carry forward the program. House action would 
not be sufficient to handle the steadily increasing workload, and would result 
in slower progress toward construction and final availability of the housing facil- 
ities to the students and faculties of the colleges and universities requesting 
Federal assistance under the program. Full restoration of the amount by 
which the authorization was reduced by the House action is not sought, how- 
ever, in the light of the reduction in the general level of program activity con- 
templated in the administration’s final legislative program. 

Workload in the college housing loan program is cumulative. Several major 
activities of the staff in dealing with projects come after loans have been ap- 
proved. It is estimated that the major workload areas which follow approval 
of loan applications will increase by more than 70 percent during the coming 
fiscal year. This expansion of workload may be roughly represented by the 
number of construction starts during the fiscal year. Construction starts are 
estimated to rise from 88 in fiscal year 1956 to 173 in the current fiscal year 
and 294 during fiscal year 1958. 

The types of workload which can be measured with reference to construction 
starts include (a) final review of project plans and specifications, (») review 
and approval of construction contract awards, (c) final approval of construe- 
tion financing, (d) revisions in basic program documents made necessary by 
increases in construction costs above original estimates, (e) needed changes as 
construction progresses, and (f) administrative review of audit and inspection 
reports to assure that the Federal interest is fully protected. In addition, staff 
is required to work with the applicant’s bond counsel in the development of the 
bond indenture and related documents, review, and approval of bond sales, 
establishment of prudent fiscal systems on the part of the borrower to assure 
prompt repayment over the term of the loan, and subsequent bond servicing. 

As stated above, the workload is expected to increase by more than 70 nercent 
above present levels. The amount of administrative expense authorization ap- 
proved by the House would not make allowance for increases in workload, so 
that proper attention to cases now in process where substantial Federal loan 
eommitments are already involved would be hampered and prompt processing 
of new applications would also be difficult or impossible to achieve. 


PREPARED STATEMENT 


Mr. Corr. Mr. Hazeltine, the Commissioner of the Community 
Facilities Administration, is here and will be glad to discuss the 
college housing program and the proposed amendment. 

Mr. Hazevrrne. Mr. Chairman, may I offer my prepared state- 
ment on this item for the record, and summarize it orally ? 

Senator Macnuson. Your statement will be received for the record. 

(The statement referred to follows :) 


STATEMENT OF THE COMMUNITY FACILITIES COMMISSIONER 


Mr. Chairman and Senators, I appreciate being allowed to speak on the pro- 
posed amendment of the limitation on administrative expenses of the college 
housing program. It is a program which enioys the support of the Congress, 
the administration, and the colleges of our country. 

First, I wish to emphasize that the $25 million reduction in the proposed 
increase in the borrowing authority will not significantly reduce our applica- 
tion workload in fiscal 1958. Furthermore any decrease in that type of work will 
be extremely minor in comparison to the substantial increase in postapproval 
work on construction and financing of approved projects. 

During fiscal year 1958 these postapproval workloads will increase 70 percent 
or more above current levels. Thus, the House reduction will prevent the addi- 
tional staffing required during fiscal year 1958 to keep work current on pre- 
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yiously-approved projects. Since any failure on our part to keep up with 
workloads will delay the construction, completion and occupancy of the dormi- 
tory projects, I recommend that part of the cut be restored. 

The major workload areas which will increase sharply in fiseal year 1958 are 
those which cover all administrative work after loan approval. The key figure 


is construction starts which will run close to 300 next year as compared with 
173 this year and 88 in fiscal year 1956. 


Construction starts are preceded by much administrative work in the regional 


offices, including review of final plans, concurrence in contract awards, approval 
of construction financing, and other similar work. 

Such work continues during the construction period when the regional office 
must process project and contract changes, review the audit and inspection 
reports, and generally observe and assist construction. 

Throughout the period between loan approval and substantial completion of 
construction, the regional staffs of financial analysts and attorneys work with 
the applicant’s bond counsel in the development of loan indenture and bond 
issue. When construction is nearly complete, these staff members work with 
the college in the establishment of required accounts and funds, insurance coy- 


erage, etc. to asSure initial compliance with continuing provisions of the loan 
indenture. 


As previously stated this postapproval workload in fiscal year 1958 will run 
over 70 percent above current levels. Our original estimate of administrative 
costs was about 55 percent above this year’s funds. The amount approved 
by the House, however, is only 25 percent above current funds. So large a 
reduction will inevitably result in slowing project accomplishment. 

It is therefore respectfully requested that the Senate restore $273,000 of the 
$373,000 House reduction. This will provide $1,600,000 for fiscal year 1958, or 
45 percent more than this year’s funds. It is believed that all necessary work 


can be accomplished within this amount without delaying project construction 
and completion. 


COLLEGE-HOUSING PROGRAM 


Senator Macnuson. Now, on the college-housing program, we have 
included recently junior colleges, which result in more applications; 
is that correct ? 

Mr. Hazettrine. That is correct, sir. 

Senator Magnuson. In that particular case when you ask that we 
restore certain amounts there, is that because of the increase of 
applications ? 

Mr. Hazevrine. The request for restoration for the administrative 
expenses is due to the fact that there is a misconception about when 
the cost of administration of a college-housing project becomes com- 
plete. A relatively small amount of the money, is spent during the 
time when we are merely approving the loan. But after the project 
goes into construction, we have about 70 percent of our cost, in which 
are included legal, financial, and engineering expenses for the pur- 
pose of seeing that the construction goes through to a proper conclu- 
sion. We will not reach a plateau where we will run evenly along 
on this for about 2 years yet, because we have approved so many more 
loans in the last 2 years which have not gone completely through con- 
struction. That is the reason why we would be very hampered if we 
were cut down drastically on our administrative costs at this time. 

Senator Macnuson. Have you reached almost the saturation point 
on applications for this so-called college-housing loan ? 

Mr. Hazertine. Definitely not. 

Senator Macnuson. They are still coming in? 

Mr. Hazevtine. They are still coming in. They will probably run 
along at about the same level or slightly increase over the next few 
years, 
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Senator Maenuson. That is due mainly to the growth of the num- 
ber of college students? 

Mr. Hazextine. It is due to the fact that the bumper crop of chil- 
dren born in 1942 and on will come to college in 1958 and 1960. 


INCLUSION OF JUNIOR COLLEGES 


Senator Macnuson. The inclusion of so-called junior colleges has 
increased the amount of applications? 

Mr. Hazertrne. To some extent; yes, sir. 

Senator Macnuson. Are there any questions? 

Senator Dirksen. Not until later, Mr. Chairman. 


RESERVE OF PLANNED PUBLIC WORKS 


Senator Macnvuson. Last year we did pursue this problem of plan- 
ned public works at some length, as you will recall. 

Mr. Coxe. Yes. 

Senator Maenuson. The 1954 act established that revolving fund, 
and it was supposed to finally get up to, I think, $48 million. That 
was the amount. The appropriation in the House report says that 
it has gone up to $12 million as of the date of the House bill. The 
committee recommended a $5 million appropriation for the next fiscal 
year, or $2,500,000 less than the appropriation for this year, and a re- 
duction of $1 million over the budget estimate. Such amount when 
added to a carryover of $3 million which you have in the fund, makes 
a total of $8 million available for the next year’s budget, which would 
bring the fund up to $20 million; is that correct ? 

Mr. Frantz. No, sir; not quite. It would bring the amount appro- 
priated into the revolving fund to a total of $17 million, and $3 million 
of the $17 million would remain available, plus the $5 million of new 
money to permit an $8 million operation next year. 


ADEQUACY OF FUNDS 


Senator Maenuson. The question I want to ask is not so much on 
the amount of the revolving fund, but is that sufficient to take care of 
the applications that you have for your participation in these local 
public works projects ? 

Mr. Hazevrine. The public works planning program has been a 
little slow in starting to develop. I say that Gaseene we have to get 
out the information to the public and to educate them to take ad- 
vantage of it. But it is now rapidly increasing and increasingly in- 
creasing. 

Senator Macnuson. We understand for the record this is the plan- 
ning that you participate in with the local agencies on public works? 

Mr. Hazevrine. It is our advances for their planning. We do none 
of their planning for them. 

Senator Macnvuson. Don’t they come to you and discuss the matter 
and don’t you sort of act as an adviser to them in what they intend 
to do, or how they plan? 

Mr. Hazevrine. Very little on that. When the original applica- 
tion comes to us, we make an investigation to attempt to develop ‘that 
this is a project which they need, and which they will put into construc- 
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tion within a reasonable length of time—say 3 or 4 years. That is the 
only part of it that we originally investigate. Then we advocate them 
a certain amount of money determined by either their consultation 
with their engineers or others. 

Senator Maenuson. This is not the loan on the project itself. 

Mr. Haze.tine. No, sir. 

Senator Magnuson. This is the money loaned for the planning for 
the project ? 

Mr. Hazevrine. Yes. 


RELATION BETWEEN PLANNING ADVANCES AND PUBLIC FACILITY LOANS 


Senator Macnuson. You have an item of public facilities loans, 

Mr. Hazevrine. That is correct. 

Senator Magnuson. Then after this is approved, or you all get to- 
gether on the matter, and you help them out with the planning, then 
thye come to you for the loan under the public facility loan feature? 

Mr. Haze.tine. The law provides that we are in no way committed 
to make a loan for construction at the time we make an advance for 
planning. 

Senator Macnuson. Do you make a loan? 

Mr. Hazettine. We may at some time in the future assist them if 
it is determined that they cannot get the money elsewhere at reason- 
able rates. 

Senator Macnuson. In other words, they have to exhaust other 
possibilities. 

Mr. Haze.ttne. That is correct, sir. 

Senator Macnuson. Then they can come to you under the public 
facility loan section of the law and apply for an actual loan for the 
construction of the project; is that correct ? 

Mr. Hazertine. ‘That is correct. 

Mr. Frantz. If it is an eligible project. 

Senator Magnuson. Yes; but that would be determined before they 
made the application. 

Mr. Hazeurine. I might state that almost all construction projects 
are eligible under advance planning, because the reason for advance 
planning is to ——s new construction projects. But under Public 
Law 345, the public facility loans program, we restrict that down to 
first a priority of 10,000 people or less in the community and then to 
necessary ond vital projects which they cannot otherwise finance at a 
reasonable rate. 

Senator Magnuson. So most of the applications you would have 
would be for very small communities. 

Mr. Hazevttne. That is correct. 

Senator Magnuson. They would have priority ? 

Mr. Hazevtine. Under public-facility loans. 

Senator Magnuson. Have you made any loans under that pro- 
vision ? 

Mr. Hazevtine. Under public-facility loans? 

Senator Magnuson. Yes. We will come back to that later. Sena- 
tor Dirksen has something on the planning. 


90699—57——138 
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PLANNING ADVANCES 


Senator Dirksen. This was in anticipation of any economic setback 
so that there would be a reserve of cai works. I presume that was 
the theory behind it when we authorized this program. 

Mr. Hazeutiner. When the first program was started a very small 
amount was authorized. The theory there was completely to try to 
offset the recession. I think the thinking has been changed a little 
bit to rather maintaining a good level of construction through the 
years, rather than waiting for some time when it has reduced. 

Senator Dirksen. So we put an authorization on the books to pro- 
vide for a total of $48 million that we would appropriate into the fund. 

Mr. Hazertine. That is correct. 

Senator Dirksen. Up to this time you have had $12 million, and 
you asked for $6 million and the House allowed $5 million. 

Mr. Frantz. That is correct. 

Senator Dirksen. That would give you $17 million. How many 
advances have been made to how many communities ? 

Mr. Hazettine. I believe I have that here. 

Senator Magnuson. This is on planning. 

Senator Dirksen. Yes; this is planning. 


TOTAL APPLICATIONS 


Mr. Hazevrine. Under advances for public-works planning as of 
March 31, 1957, we had 68 applications 1 in 1955, 194 in 1956, and 311 
in the first 3 quarters of of 1957. We estimate another 189 for the 
fourth quarter, which would be a total of 500 applications for 1957. 
Some of those, of course, are withdrawn during the time that we are 
working on them for some reason or another. 

Senator Dirksen. Those are both large and small communities. 

Mr. Hazeutinr. In advances for public-works planning we accept 
from any type of community or any size. 

Senator Dirksen. What are some of the largest communities that 
have sought to get advances under this fund ? 

Mr. Hazentrne. Some of them would be consolidated water dis- 
tricts and improvement districts. Allegheny County is perhaps one 
of them. I can give you for the record the largest one. I cannot 
remember it now. 

(The following information was submitted :) 


Some of largest county and city advances approved 


Aiieaheny County: 3 projects.......-.......4<-s< vcbeite iis Gckcat mceanids eanans tele $360, 000 
a aE Sia ee npn nes es ch ca enw enapticn pence tgs men 401, 159 
Newark: Parking garage 180, 650 
Kansas City: Sewers__......- - ei Se Soles Laie his eS ee eee 169, 000 
Bersek:: COaBEy : | | COUMTtNe GRA cc elcid ee deg dl c a sireioweedbinae 264, 000 


Mr. Hazevtine. We feel we should discourage extremely large ones 
in favor of a larger number of smaller ones to make a more even level 
of construction work. 


TYPES OF PROJECTS 


Senator Dirksen. In a general way what are these projects that 
they contemplate? Is it sewers, paving? 
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Mr. Hazrutrne. They will run the whole list from public buildings, 
elementary school buildings, water and sewer systems, docks, parking 
facilities. 

Senator Magnuson. Are there any applicants for docks? 

Mr. Hazevtine. We have had; yes. This is for planning. 

Senator Magnuson. Large communities, port districts? 

Mr. Hazeitrne. Yes; we have had those applications. 

Senator Dirksen. So that totals about 490 applications. 

Mr. Hazevtine. Yes; of which we have estimated 307 for approval 
through fiscal year 1! 57. 


TOTAL AMOUNT INVOLVED 


Senator Dirksen. What is the dollar amount involved ? 

Mr. Haze.rine. The dollar amount would be about $7,500,000. 

Senator Dirksen. So you have how much left in the fund? 

Mr. Hazevrtne. I think the $7.5 million figure is the approvals 
during 1957 which would leave us approximately $3 million in round 
numbers at the end of this year. 

Senator Dirksen. Is there an acceleration of applications under 
this program now or is it tapering off a little? 

Mr. Hazeuttne. No; it is growing rapidly as they become aware 
of the advantage of having well planned public works for future 
construction. 

Senator Magnuson. What do you furnish in the planning? I.am 
not quite clear. Do you furnish expert advice or personnel or en- 
gineering studies; or what is it? 

Mr. Frantz. Money. 

Mr. Hazevtrxe. We furnish merely the money for consulting en- 
gineers of their choice to provide plans which they need. 

Senator Magnuson. Suppose a port district wanted to modernize 
their docks or plan for docks and they made an application; then you 
would have the authority under the act to give them or contribute to 
them—make a grant, that. is what it is. 


PAYROLL GRANTS WITHOUT INTEREST 


Mr. Hazeitine. No; it is nota grant. It is fully repayable. 

Senator Magnuson. At interest? 

Mr. Hazevrine. At no interest. It is fully repayable at the time 
the money is raised and construction starts on this project. 

Senator Magnuson. This is planning. They have not started to 
build. If they are going to get the money from you to build it, they 
come down to your loan section. 

Mr. Hazevrine. That is right. 

Senator Magnuson. This is planning. 

Mr. Hazevtine. Yes. 


EXAMPLE OF PROJECTS INVOLVED 


Senator Magnuson. Let us take an example. Suppose the port of 
Seattle, or the port of Chicago, which may grow with the St. Law- 
rence seaway—thinking in terms of that—wanted to plan for new 
port facilities. They could make application to you for a planning 
loan. You would furnish them the money for them to hire engineers 
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to make a survey and make engineering studies of the best possible 
yvaet docks or how to fit in, as I understand it, into the whole com- 
munity. 

‘Mr. Hazeutine. We would advance money only for the actual engi- 
neering planning and not for any feasibility planning as far as the 
community is concerned. 

Senator Macnuson. Suppose they had money themselves to do that? 

Mr. Hazevrine. Then they should do it themselves and not come 
to us. 

Senator Magnuson. You say you have applications for dock plan- 
ning. I don’t know of any port district in the United States that 
doesn’t have its own funds; 95 percent of them have taxing power. 

Mr. Hazextrne. Often it is in this category that they come to us, 
They expect to go out and get authority from the electorate to sell 
bonds for this project, but they expect to do that after they have de- 
veloped at least a good solid estimate of what it will cost so that they 
can present it to the electorate. 

Senator Macuson. Or how it fits into the whole community plan. 

Mr. Hazevtine. That is right. So they do not have money. We 
bridge the gap between the time they would have to go to the electorate 
to sell their idea to them to get the sale of bonds authorized 

Senator Maenvuson. And if the electorate approves of the port facil- 
ity plan, then they pay you back the amount of money you advanced. 

Mr. Hazeutrne. That is correct. 

Senator Macnuson. Without interest. 

Mr. Hazettrne. That is correct. 

Senator Maenuson. That is the function whether it be a sewer 
district or a port district or any what we call public facilities. 

Mr. Hazerrtne. A firehouse or anything they might want to build. 

Senator Maenuson. Usually that would come from smaller commu- 
nities, would it not? 

Mr. Hazertinr. Usually it would, because such large cities as New 
York, Chicago, Philadelphia, have funds in their bud¢et for continued 
planning throughout the years. But other communities do not have 
budgeted funds for that. In fact, it would be illegal for them to 
expend money to plan something which had not already been author- 
ized by their electorate. 


TOTAL PROJECTS COMPLETED 


Senator Dirksen. What projects that were planned in this program 
have been completed ? 

Mr. Hazetrnr. I could give you a list of them, if you want it. 
They are quite numerous and many have been completed. Many 
are in process of being completed now. As soon as they are completed, 
our engineers look over the plans to see that the scope has come up 
to the agreement which we reached with them to start with when 
we advanced the funds. 

Senator Drrxsen. As a guess, how many would you say? 

Mr. Hazenrtne. At the end of March, 88 have been completed and 
the money has been disbursed. 

Senator Dirksen. Do you make some investigations into the fiscal 
affairs of any community that makes application to see whether they 
ean carry the load themselves? 
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Mr. Hazetrine. Yes. In 9 out of 10 cases, or I would say in all the 
cases that we make the advance it would be illegal for them to expend 


that money until such time as the construction project had been 
authorized by the people. 





PUBLIC FACILITY LOAN PROGRAM 


Senator Magnuson. Now we want to get tothe loan feature. The 
planning has been completed, whether it be their own planning or 
the planning that you participated in. Now they come and they are 
eligible to make an application for the direct loan. 

Mr. Hazeurine. For the record I would like to state that we would 
like to keep very separate the advance planning program and the 
public facility loan program, because there is no connection whatever. 

Senator Macnuson. I would think that if you participated in the 
planning that the logical step would be, if it is all agreed that this 
is a feasible plan, that they may come to you for a loan. 

Mr. Hazettine. Not necessarily. 

Senator Maenuson. I know not necessarily. They might do their 
own planning and come to you. 

M. Hazevtine. Yes. 

Senator Macnuson. How many loans have you made under the loan 
feature ¢ 

Senator Dirksen. Let us get that clear. When you advanced money 
for planning, a community can strike out on its own, it can ask the 
electorate to validate a bond issue and not come to you for any money, 
or it can go elsewhere to private sources, or it can come to you for 
public facility loans. 

Mr. Cotze. May I interpose a point there, Senator, and in addition 
to it, the public facility loan program is much, more limited than the 
advance planning program. By that I mean those projects which are 
eligible and under the regulations approved by the community facili- 
ties administration are much more limited in nature. 

Senator Dirksen. By that you mean what? 

Seantor Magnuson. They have to exhaust all possibilities of getting 
funds someplace else. 

Mr. Corre. I am sorry. I am talking in terms of the type of public 
facility. If Mr. Hazeltine can read the types of loans which are made 
you will get the idea of the quite limited nature. 

Senator Maenuson. All right. 

Mr. Hazexttne. The law requires that they shall be vitally and 
urgently needed. For that reason many of the things for which we 
might advance advance-planning money if they wanted to do it would 
not come under our ability to loan under public facility loans. They 
must prove it is vital and urgent, and that they cannot get the money 
elsewhere at a reasonable rate of interest. 


INTEREST RATE 


Senator Magnuson. What is the reasonable rate of interest in your 
opinion ¢ 

Mr. Hazetrtne. We set that with a formula which we developed 
very shortly after this public facility loan, Public Law 345, was en- 
acted. The formula consists of an average of the municipal bond 
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interest of four different indices, and the average of governments, 
We take the government and weight it as 1, and the average of 4 indi- 
ces as 1 and average them together, and come up with a rate. That is 
the basic rate or a basis for our operation. We then determined at that 
time, which was a year and a half ago, that the going rate for a general 
obligation municipal bond issue in the smaller communities was 314 
percent. 

Senator Macnuson. This is a year and a half ago? 

Mr. Hazetrine. Yes. 

Senator Magnuson. You better revise your estimate. 

Mr. Hazextine. I want to tell you how it works. The interest rate 
for a revenue bond at that time was about 4 percent. So we took those 
two and tied them to this average of the index. As it works across 
the board, these basic rates rise or lower with that index. At the 
present time it is 4144 percent for revenue bonds, and 4 percent for 
general obligation. It moves up and down. 

Senator Magnuson. You move it up and down as the interest rates 
move up and down. 

‘Mr. Hazevrine. Yes; automatically. 

Senator Macnuson. Here is what I want to get at: If 414 percent 
seems to be excessive in a revenue bond—let us take a sewer project, 
for instance—then you would consider these people eligible to make 
application, or at least eligble to be seriously considered for a loan 
under this provision. 

Mr. Hazertrne. I might turn it around the other way. If we con- 
sider that 414 percent is a reasonable rate at this time, and that they 
can live with 414, if they have to pay more they can come to us. 

Senator Dirksen. What will you do about that in view of the con- 
troversy raging presently about higher interest rates on VA, FHA 
loans and the necessity for letting it strike its own level if it doesn’t 
exceed 5 percent? Will you adopt a similar policy? 

Mr. Hazevtine. I think this is an entirely different type of pro- 
gram. I want to emphasize that we have not made any straight loans. 
We buy bonds of these municipalities when they are offered. 

Senator Maenuson. Let us get this straight. You do not make the 
direct loan. You buy their bonds at a fixed rate ? 

Mr. Hazevtine. I would like to correct it. Itisa direct loan. We 
purchase their bonds. 

Senator Macnuson. At a rate that you establish. 

Mr. Hazevtine. That is correct. 


LOAN PROCEDURE 


Senator Dirksen. I presume the procedure is to enter into a con- 
tract with the community whereby you agree to take the bonds. You 
make the loan and have the bonds for security. You turn the bonds 
over to the Treasury, I take it, as against that $100 million fund ? 

Mr. Hazevrine. We borrow from the Treasury for it. We hold the 
bonds. 

Senator Dirksen. You maintain your own account? 

Mr. Hazevrine. Yes. I might say that I would consider all of our 
loan approvals as contingent approvals, because when they have 
their bonds ready for sale, and they are advertised publicly, we make 
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a bid at 4 or 4%. If somebody else comes and underbids us, they 
take them and we never see them. 

Senator Dirksen. How did you maintain your account over there? 
You borrow from the Treasury under your authorization and just 
keep it as a facility account? 


BORROWING AUTHORIZATION 


Mr. Frantz. We have a borrowing authorization up to $100 mil- 
lion to produce funds. The bonds that we buy are deposited in the 
Federal Reserve bank at Richmond and serviced by them on a re- 
imbursable basis from us. 

Senator Drrxspn. How much of that $100 million has been com- 
mitted ? 

Mr. Hazextine. At the present time we have estimated through this 
quarter that there will be committed, but not disbursed, around $21 
million. 

Senator Dirksen. That would involve how many projects? 

Mr. Hazevtine. That would involve approximately 82 projects. 

Senator Magnuson. Mainly small communities ? 

Mr. Hazeitine. They are very small. Some of them range down 
below 500 people. 

Senator Magnuson. You people are not a bargain if you keep rais- 
ing your rate up with the interest rates. 

Mr. Hazevrine. Yes; we are. 

Senator Maenuson. If you are a bargain, the $100 million would 
not even take care of the administration of the amount of applications 
you would have. 

Mr. Hazevrine. The point is that most communities have good 
eredit. 

Senator Magnuson. You go up with the high interest rates. 

Mr. Hazevtine. We don’t go up as fast as they do. 

Senator Magnuson. Are you open for 414 percent right now ¢ 

Mr. Hazevrine. Yes, sir. 

Senator Magnuson. You will get a lot of applications at that. 

Mr. Hazevtine. We are getting a rapidly increasing number of 
applications at this time. 

Senator Magnuson. As the interest rate goes up, they will turn 
more and more to this fund, I would think, hoping they might get a 
better deal. 

Mr. Hazetrine. That is correct. 

Senator Magnuson. Do you know what 41% percent is on a 20-year 
revenue bond ? 

Mr. Frantz. Thirty. 

Senator Magnuson. Thirty. How much would that be on a million 
dollar project? That would cost them $3 million before they are 
done—$2 million for interest and a million for the project. It is 
close to $3 million. 

Mr. Hazettine. I could give you a figure. I don’t have it. 

Senator Magnuson. It is pretty close to it. 


JUSTIFICATION FOR PROGRAM 


Senator Dirxsen. Is there that much difficulty in obtaining funds 
for this purpose that this has to be a growing Federal responsibility ¢ 
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Mr. Hazevtrne. The only justification for it in our mind—as you 
know, we are not sponsors of this bill—is that there are certain mar- 
ginal small communities that are direly in need of water or sewage 
disposal, or something like that, that have never developed any credit 
in the past because they have never borrowed, and they can’t get any 
money from Wall Street or La Salle Street or other investment buy- 
ers. There we come in and take care of them. 

Senator Maenuson. I can’t understand this. If they can’t get any 
money from the financial groups of the country, why would they come 
to you if you keep your interest rates going along with what you call 
the index ? 

Mr. Hazextrne. I say they could not get it. I did not say the in- 
terest rate would be high. I would say in many instances the in- 
vestors don’t bid at all. 

Senator Magnuson. Suppose it went up to 6 percent; would you 
go up to 6? 

Mr. Hazextine. If the index did; yes. 

Senator Macnuson. So you are just the same as they are. 

Mr. Hazevtine. No; we are not. 

Senator Magnuson. What advantage do you offer to them? 

Mr. Hazevtine. At the present time if a small community of 500 
people were to try to get money from an investment banker, never 
having developed any credit before, if he did loan at all, it would be 
6 percent. We loan at 414. 

Senator Macnuson. In other words, you try to take care of the fel- 
low, as I understand it, who doesn’t have a credit line at the bank. 

Mr. Hazettrne. That is correct. As long as they are fully repay- 
able loans and it is written into the law that they must be reasonab 
assured of repayment. We won’t make a loan unless it is a good, 
sound loan. 

Senator Macnuson. If he is reasonably sure of repayment and the 
interest is the same why wouldn’t the bank take it? 

Mr. Hazevtine. They don’t have the money at the present time, 
or they won’t lend it. 

Senator Magnuson. They don’t want to fool around with the little 
ones ? 

Mr. Hazetron. No. 

Senator Magnuson. Isn’t it the point that they don’t want to fool 
with the little ones? 

Mr. Hazevttne. It is not profitable to them. A $65,000 bond issue 
is not a profitable bond issue. 

Senator Macnuson. If you sit around for 25 years on $50,000 and 
collect $150,000, it is pretty profitable. 

Mr. Hazevtine. I would like to do that personally. 

Senator Maanuson. That is what you do. 

Mr. Hazettine. I personally don’t have the money to loan. 

Senator Dimxsen. There are two things of some concern here. 

Senator Macnuson. What I am trying to establish, Senator Dirk- 
sen, is the fact that as I remember the intent of this it was to furnish 
a place where people, who as you say exhausted all other remedies, 
particularly the small communities, could come and have some ad- 
vantage in getting a loan or making the loan. Is that the way you 
operate ? 
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Mr. Hazexrine. That is exactly the way we operate. We are oper- 
ating exactly within the intent and wording of the law at the present 
time. 

Senator Dirksen. How cautious are you in evaluating the capacity 
of a town to do its own financing in this field so we don’t get mired 
too deeply ? 

Mr. Hazevttne. I would say we are hypercautious. We have one 
final requirement which develops their need with certainty. We 
require that the bond issue be advertised publicly. We only make a 
bid on that. We don’t give them the money yes or no. We make a 
bid on it, and if they get no other bids at a price equivalent to ours, 
or lower, then we will accept the bond issue. 


AVERAGE SIZE OF LOAN 


Senator Dirksen. What is the delimiting amount in loans of this 
character beyond which you do not go? 

Mr. Hazexttne. We have no dollar limitation because we don’t need 
it. We try to help them to the minimum extent necessary to get them 
out of the situation that they are in. Because we are dealing with 
very small communities it runs a very small amount. Our average 
for all of them has been $256,000, which is very small when you talk 
about water or sewer systems. 

Senator Magnuson. And you have an authorization of $100 million. 

Mr. Hazerrtine. Yes. 

Senator Magnuson. I would think somebody would take you fel- 
lows, if you are in the market at the same interest rate, because you 
would never foreclose on a default. 

Mr. Hazettine. They will not get it at the same interest rate. If 
somebody else will bid at the same rate, we won’t buy. 


DEFAULT PROCEDURE 


Senator Magnuson. Have you had any defaults to date? 

Mr. Hazertine. No, sir. 

enabee MaeNnuson. If you did have one, what would you do about 
it? 

Mr. Hazeurine. Turn it over to the GAO. 

Senator Magnuson. And if it came from the State of Illinois, they 
would pass a resolution for a moratorium on it. In all frankness, 
Senator Dirksen would have to introduce a resolution for a morator- 
ium. You are a bargain to the extent that you will never foreclose. 

Mr. Hazevtine. No, sir. We are no more a bargain than any in- 
vestment house would be. These are revenue bonds, and we have a 
lien on the revenues of the community. 

Senator Dirksen. I would ask this question to highlight your ques- 
tion. I would say this looks like a junior RFC, doesn’t it? Would 
that be right? 

Mr. Corr. Senator, the RFC’s authorities, as I recall them, were 
much broader than this. Certainly so far as RFC was concerned, it 
had authority to make such loans. My guess is that when you look at 
the types of loans that the Community Facilities Administration has 
been making, they have been very limited in extent. The RFC, as I 
recall it—I could be in error—did make some very big loans to very 
big cities. 
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Senator Magnuson. The liquidation of the RFC is more concerned 
about that type of loan because it goes for a long period in selling that 
paper to private financial institutions. 

{r. Coz. Yes. Did they buy the bonds? 

Senator Dirksen. Yes, they bought bonds. 

Senator MaGnuson. Yes, they bought them. Now they have to 
sell them. 

Let me ask you this question. Would you be unhappy if we cut this 
authority out? 

Mr. Cote. Mr. Chairman, maybe you did not catch Mr. Hazeltine’s 
statement. The administration did not recommend this program. 
We have been directed to carry it out by the Congress, and we are 
trying to do it. 

Senator Magnuson. So it is up to us to determine what we would 
like to do with this program. 

Mr. Coxe. Yes. 

Senator Magnuson. I agree with the Senator from Illinois. 

Senator Dirksen. You want to be sure that the record will show 
that this is a legislative baby and not an administrative baby. 

Mr. Coxe. I was asked a question. It is a part of our budgetary 
presentation. We have accepted it. The Congress has directed us, 
and I am under a responsibility to present to this committee the 
budget. 

Senator Maenvuson. I think you have administered it very well. 
I think we are talking more about the principle of the thing. You 
have been very conservative, I think, in how you have approached 
these loans. 

Mr. Cote. I think our people have been. 

Senator Macnuson. But as the Senator from Illinois points out, 
you could spread your wings and do a lot of things. 

Mr. Hazexitine. Might read a list of what the applications repre- 
sent here: 100 percent of the applications are for populations of under 
8,000; 70 percent below 1,000 population; 25 percent of all the loans 
are for $100,000 or less; and 63 percent for $200,000 or less. We have 
completely held to absolute urgent need for health and safety. That 
is the water, sewer, and such things as fire protection, or something 
like that. 


ADMINISTRATIVE OOST 


Senator Dirksen. What is your administrative cost here? 

Mr. Erseman. $490,000 was the budget estimate. 

Senator Dirksen. Do you recapture that ? 

Mr. Eiseman. This is payable out of the rev olving fund. 

Senator Dirksen. So it is a public charge; isn’t it? 

Mr. Hazertine. No, sir. 

Senator Magnuson. The House authorized $400,000, did they not? 
Ninety thousand dollars less than the budget ? 

Mr. Eiseman. That is correct. 

Senator Dirksen. That is why I am asking if you recapture the 
administrative cost. 

Mr. Exseman. In the long run this will be repaid out of the interest 
on the bonds. At the moment it is in a sense being subsidized out of 
the revolving fund. 
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Mr. Hazeurtne. We are working at a deficit until the program has 
been in operation for a longer period. The differential in interest 
between what we pay the Treasury and what we charge will pay that 
all back. 

Senator Dirksen. Defaults will be charged against the revolving 
fund. 

Mr. Hazeitine. That is correct. 

Senator Dirksen. There have been none? 

Mr. Hazertine. It is not old enough to make a statement on it, but 
we hope there will be not very many. 

Senator Maenuson. I think, Mr. Hazeltine, you will agree with us 
that this does pose a pretty serious question of ‘policy. I am referring 
to this activity. It isa matter of Government policy. 

Mr. Hazeurine. That is right. We have held it very close against 
a good deal of pressure. 

Senator Magnuson. To me it poses a very serious question when 
you go in with private financing institutions and the Government bids 
along with the rest of them for bonds. 

Mr. Hazevrine. We only make a backstop bid. 

Senator Magnuson. I know it is a backstop. 

Mr. Hazevrine. That is the best way to do it. That is the only 
way to protect the Government. 

Senator Maenuson. I say it poses a question of policy. I voted 
against discontinuing the RFC. The Senator from Illinois voted to 
discontinue the RF C, and there again is the same type of policy in- 
volved here. 

We both voted to continue the Small Business Administration which 
again was a backstop for what we consider smaller loans which is, I 
think, the real intent in this in the beginning. 

Mr. Hazeurttne. I can assure you that every loan we make is made 


only when it cannot possibly be done elsewhere and is for health, 
safety, and sanitation. 


REVOLVING FUND (LIQUIDATING PROGRAMS ) 


Senator Magnuson. Who can tell me something briefly about the 
liquidation program here? We will put the justification in the record 
at this point. 

(The information referred to follows :) 


(Estimate, $1,940,000; proposed by committee, $970,000; in act, $970,000) 
(House hearings, pt. 2, pp. 1597 ff., 1638 ff.) 


(1) Page 36, line 18, strike out the figure “$970,000” and insert in lieu thereof 
$1,940,000", the estimate, an increase of $970,000 above the amount allowed by 
the House committee. 


HOUSE REPORT 


(Pertinent excerpts, H. Rept. No. 197, pp. 9-10) 


“Office of the Administrator, revolving fund (liquidating programs ).—The bill 
provides $970,000 for administrative expenses for programs in liquidation, of 
which $865,000 will be used by the Public Housing Administration for liquidating 
the emergency housing program, and $105,000 will be used by the Administrator 
for liquidating other programs. This is a reduction of $1,195,000 from the 
amount of limitation in 1957 and is $970,000 less than the budget estimate. The 
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budget program assumes the disposition by the end of 1958 of virtually all prop 
erty in the defense and emergency housing programs.” 














































JUSTIFICATION 





As indicated in the House report, the limitation of $970,000 for administrative 
expenses includes $865,000 for the emergency housing programs administered by 
the Commissioner of the Public Housing Administration under delegation of 
authority from the Administrator, Housing and Home Finance Agency and 
$105,000 for other liquidating programs assigned for liquidation to the Community 
Facilities Administration. 

The nonadministrative expense limitation of $500,000 includes operating ex- 
penses of war and emergency housing projects and certain direct and indirect dis- 
position expenses. These projects are being operated by the Public Housing Ad- 
ministration until disposition can be effected. 


(1) Administrative expenses 


(a) Liquidating emergency housing program.—Public Housing Administration 
has endeavored to speed up liquidation of war housing projects and to wind up 
the program as rapidly as possible. The following table shows a 3-year compari- 
son of the number of liquidating emergency housing units, disposed of and sched- 
uled for disposition, with the total original program. 

If the disposition scheduled for fiscal years 1957 and 1958 can be achieved, 
there will be no housing units remaining in the program on June 30, 1958. 


Workload—in housing units 








Disposition 





I i sania 
inal pro- | 
gram Prior to 1956 1957 1958 
1956 actual | estimate | ostimate 














Public war housing__-__- snneanne lee-eenne---n0-] 627, 044 535, 442 53, 740 $1, 099 6, 763 
a ee ee aiahadeieilt tle 15, 703 2, 644 3, 306 9, 753 sien gee 
Veterans reuse housing. --._.......-.-...-.-_---- 266, 926 261, 785 4, 861 y if eames 
Subsistence homesteads and greentowns__.....-- 5, 419 NNEC hcchaticccsienanesidniann 
ee ak et. iagmningan copieierer as 77, 588 77, 588 eae z 

Nira clietie nesta innseintdiabe noice 992, 680 882, 878 61, 907 41, 132 6, 763 





As shown by the table below “Schedule of activities,” the estimate for manage- 
ment costs, included in administrative expenses for the liquidating emergency 
housing program shows a decline in 1958 because of the smaller management 
workload on the reduced number of units remaining in the program. Disposi- 
tion expenses of the program show almost no decline. 

Not all disposition activities decline immediately as the number of units in 
the program is reduced. In the disposition process, complicated situations arise 
which require the retention of a staff of trained personnel if these properties 
are to be disposed of on terms favorable to the Government. 


Schedule of activities 





! 
1958 estimate 
Estimate, Estimate, compared 
1957 1958 with 1957 
estimate 














Management. --- Se ES era eee Si deed eRe ake $480, 000 $250, 000 —$230, 000 
IN io te lh etabewrtctnanhdenencweminennba 1, 495, 000 | 1, 480, 000 —15, 000 





Total obligations. .......-- Po nL te 1, 975, 000 | 1, 730, 000 | —245, 000 





The estimate of $1,730,000 for administrative expenses of Public Housing Ad- 
ministration was based upon a tabulation of the salaries and expenses of those 
employees engaged in disposition, legal, management, accounting, auditing, and 
mortgage servicing activities directly related to the war and emergency housing 
program. This estimate excludes the proration of supervisory expenses, such 
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as the Commissioner and his staff, Regional Office Directors and general admin- 
istration, previously charged to the program. 

The serving of mortgages accepted in part payment for properties sold con- 
stitutes an expanding workload. On June 30, 1956, the Administration held 
10,532 mortgages with an aggregate unpaid balance of $136 million; it is esti- 
mated that number will increase to 14,000 mortgages with a balance of $179.7 
million by June 30, 1957; and 15,000 mortgages with a balance of $181.5 million 
by June 30, 1958. 

The Public Housing Administration has scheduled the disposition of all hous- 
ing units and related properties during fiscal year 1958. The 50-percent reduc- 
tion recommended by the House committee will force the Administration to 
terminate skilled personnel, making it impossible to wind up the program, while 
continuing the necessary mortgage-servicing activity. Therefore, it is requested 
that the amount of the limitation for administrative expenses for the Public 
Housing Administration be restored to $1,730,000. 

When the disposition of all properties has been completed, the task of auditing, 
accounting, and servicing of mortgages will remain and be continued into 1959 
and subsequent fiscal years. ‘There also will be certain legal work in connection 
with the mortgages and repossessed properties. The portfolio is expected to 
reach 15,000 mortgages with an unpaid balance of $181.5 million by June 30, 1958. 

(b) Liquidating programs administered by CF A.—Five liquidating programs 
are assigned to the Community Facilities Administration : 

Alaska housing loans 

Loans for prefabricated housing 

War public works 

Defense community facilities 

First and second advance planning programs 

During fiscal year 1958 the largest portion of administrative expenses incurred 
by CFA will be in connection with repayment of Federal advances made under 
the first and second advance planning programs. Work on the property-disposi- 
tion programs will virtually end in fiscal year 1958. 

The reduction in the amount of the authorization for administrative expenses 
for fiscal year 1958 will cause an equivalent reduction in staff time and effort 
which can be made toward collection of planning advances. These repayments 
were estimated in the budget at $1,500,000 in 1958. The loss of revenue which 
will result from the reduction in administrative expenses proposed by the House 
committee will undoubtedly exceed the saving in administrative cost. 


Mr. Frantz. Are you thinking primarily of the war and emergency 
housing ¢ 

Senator Magnuson. Yes. 

Mr. Frantz. Mr. Slusser handles that. 


LIQUIDATION OF WAR AND EMERGENCY HOUSING 


Senator Magnuson. I pose this problem, and it comes from a prob- 
lem on the west coast. It may be all over the country on this war 
housing. 

The disposal of the remainder of this involves factors which have 
caused a lot of trouble, as you understand. Among these is that some 
permanent and temporary housing is to be sold off site. Is that 
correct ? 

Mr. Stusser. That is correct. The temporary housing would be 
that, principally. 

Senator Magnuson. In order to accomplish that, they say it is 
necessary that they vacate the housing units. 

Mr. Stusser. That is correct. 

Senator Magnuson. And that poses the problem of where the 
people go. Is that not correct? 

Mr. Stusser. That is right. 
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TOTAL UNITS INVOLVED 


_ Senator Macnuson. It has been suggested, and this involves 8 pro- 
jects containing approximately 1,600 units which are either involved 
in current litigation involving the title to the land or where the pro- 
ject is subject to special legislation now under consideration by Coun 
gress, which would provide a definite method of disposition. 

A large segment of the remaining inventory cannot be disposed of 
advantageously without incurring strong resistance from local gov- 
erning bodies, since a disposal program acceptable to communities 
and the PHA has not yet been agreed on in view of local con- 
cern regarding the methods of disposal. 

Mr. Stusser. That is correct. 

Senator Magnuson. In some cases ? 

Mr. Stusser. That is correct. 

Senator Magnuson. Probably in these cases that I am speaking of. 
These differences involve the question as to whether or not the project 
may or may not be subdivided. 

Mr. Stusser. That is part of our problem. 

Senator Magnuson. Are you considering that? 

Mr. Susser. Yes; we do that wherever it is possible. 

Senator Macnuson. The resolution of these problems requires 
negotiation with the local government, or they say a disregard of the 
interest. I do not think the agency wants to have a disregard of their 
interest. 

Mr. Stusser. No, sir. 

Senaor Macnuson. You try to work out a plan? 

Mr. Stusser. Sometimes we find ourselves in this position: That 
there is no place for these people to go, but we have the resistance of 
subdividing. 

Senator Macnuson. You have the problem of segregation involved 
here, too. 

Mr. Stusser. That is part of the problem in some localities. 


MANAGEMENT AND DISPOSITION OF LANHAM HOUSING 


Senator MAaGnuson. The agency needs $1,730,000 to cover the ex- 
penses, these people say, of the personnel, regional and central, 


assigned to the management and disposition of the Lanham housing. 

Mr. Stvusser. That is correct. 

Mr. Frantz. We concur in that observation. 

Senator Maenuson. Which involves the servicing of $146 million 
in amortizing mortgages covered by over 13,000 lien instruments. 

Mr. Suusser. That is correct, sir. 

Senator Macnuson. You say that is correct? 

Mr. Stusser. The figures that you read are correct as of now. The 
mortgage portfolio is growing as we dispose of properties. That is 
added to each day. 

Senator Macnuson. And you are also faced with the problem of 
disposing of approximately 1,200 acres of Government-owned vacant 
land. 

Mr. Stusser. That is correct. 

Senator Macnuson. And some nondwelling buildings. 

Mr. Suusser. That is right. 
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Senator Magnuson. Some 70, I understand. 

Mr. Stusser. Those will be commercial buildings. 

Senator Maenuson. They are located in 70 different communities. 

Mr. Stusser. That is possible. 

Senator Magnuson. It is also pointed out here that some of it is in 
parcels ranging from a fraction of an acre to several hundred acres, 
and that in some cases it involves as much as $20,000 an acre. 

Mr. Stusser. That would be correct. 

Senator Magnuson. Where you have gone in with these projects 
way back. 

Mr. Stusser. Yes, sir. 

Senator Magnuson. Probably industrial land. 

Mr. Susser. Sometimes it is commercial property where they 
bought it back in 1940 and 1941. If I could recite an instance out on 
the west coast, in 1940 or 1941 the Federal Government bought 7 acres 
of land for $18,000. That was sold at public bid for $127,000. So 
you can appreciate the accrued values. 

Senator Magnuson. There is a restriction on the use of nonadmin- 
istrative funds. 

Mr. Susser. Yes, sir. We would like to have that restriction 
lifted. 

Senator Magnuson. I was going to ask you that question. 

Mr. Siusser. We are down to the hard core and we can no longer 
estimate how long we will have to keep these people in occupancy and 
so on. 

Senator Magnuson. With the removal of that restriction of this, 
you have that much more flexibility to take care of these serious 
problems. 

Mr. Suusser. That is right. 

Senator Magnuson. The quicker we get rid of them, the more 
economy we have; is that correct ¢ 

Mr. Stusser. We will be very happy when we are rid of them. 
They are very perplexing problems at this time since we are down to 
about 6,000 units at the end of this year. 

Senator Magnuson. The committee will consider that because all 
of us have been plagued with this problem of disposition for a long 
time. 

Mr. Stusser. I know you have, sir. 

Senator Magnuson. We want to get rid of it as soon as we can. 

I have a letter here from Mission, Tex., and they are complaining 
about the use of foreign-made materials on projects governed by the 
FHA and VA. Who can answer that? 


TOTAL INVESTMENT 


Senator Dirksen. Mr. Slusser, I notice in the justification it was 
estimated that altogether we had about $214 billion invested in all 
types of this property that is in process of liquidation one way or 
another. 

Mr. Stvusser. I have heard that figure, Senator. I would not want 
to say now without rechecking. 

Mr. Fran'rz. That is substantially right, Senator. 

Senator Dirksen. It divides itself into two types. The PHA 
emergency properties and then all other types that you may have, 
which I presume is a large variety. : 
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Mr. Suusser. I believe it refers only to war-and defense housing. 
You are not referring to public housing. 

Senator Dirksen. I am referring to the liquidating program. 

Mr. Frantz. That is correct; yes, sir. There is the war and emer- 
gency housing, and then a variety of other programs. 


FUNDS RECOVERED IN LIQUIDATION PROCESS 


Senator Dirksen. You indicate that there has been a recovery of 
$674 million since this liquidation process has been underway. 

Mr. Frantz. Yes, sir. 

Senator Dirxsen. You have transferred $369 million to other 
agencies and programs, Those would be mainly what—military? 

Mr. Suiussrer. There would be some military. And there are the 
Lanham projects that were transferred to the local communities for 
low-rent use. That was an outright grant to them as long as they 
were used for low-rent units. 

Senator Drrxsen. In these projects you surrender the fee simple 
to the property ? 

Mr. Suusser. Yes. 

Senator Dirksen. Funds in property aggregating $762 million will 
have been donated or relinquished to local governments. I take it 
that would be cancellation of loans for one thing, as well as con- 
veyance of property for another ? 

Mr. Frantz. I think not cancellation of loans, Senator. I think 
that would include, for example, the veterans reuse housing which 
was donated to colleges and universities. Also the buildings and 
equipment under the Lanham Act which were conveyed in the same 
program. 

In addition to that, there were a considerable number of schools 
which were built during the war which were donated to the school 
districts. But I believe that those transfers and donations are all in 
the form either of property or funds held in connection with the 
management of property, but not released from debt obligations. 


TRANSFER OF OPERATING FUNDS 


Senator Dmxsen. You would transfer funds to them in some cases, 
nection with a project which was donated or transferred with the 

Mr. Frantz. Operating funds held, for example, as reserves in con- 
nection with a project which was donated or transferred with the 
project. 

Senator Dirksen. You speak about $233 million, a large proportion 
of which will be subsequently converted to cash and returned to the 
Treasury. What is the nature of those assets? 

Mr. Stusser. That will be principally these commercial buildings 
and the vacant lands that were acquired. 

Senator Dirksen. Has there been enough appreciation in value to 
offset some of the losses here? Of course, what we donate, that is 


actually lost to the Federal Treasury, because if it is a donation of 
so many dollars, that means so many dollars are gone. 

Mr. Frantz. As of December 31—my figures are perhaps a little 
older than yours, but they are representative—there was $401 million 
in assets remaining in hand at that time. Of that, approximately $190 
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million was in real estate. $144 million was in mortgages which are 
salable at a price and will be translated into cash either by amortiza- 
tion or by sale. 

There was $38 million in cash, $38 million in loans oustanding, loans 
receivable, and a couple of million of misceHaneous assets. 

Senator Dirxsen. You have authority to finally get rid of this 
whole business in proportion as you can administer it expenditiously ? 

Mr. Frantz. Yes. 


EXPECTED DATE OF COMPLETION OF LIQUIDATION 


Senator Dirksen. How far down the road are you looking for a 
complete closure of this operation ? 

Mr. Stusser. We expect to be through by next year. 

Senator Dirksen. That will wind it up so we can close the account 
and expunge this item from the books? 

Mr. Stusser. That is our hope, or either what we have left can be 
transferred to some other agency and consolidated with other dis- 
position programs. 

Mr. Frantz. I think we ought to qualify that to this extent: That 
we would hope to be rid of the tangible assets of real estate by that 
time. Under some of the other liquidating programs which PHA 
does not handle, we do have some loans which are not subject to ready 
or early liquidation. We have some projects that are tied up in 
litigation. 

We will have, at the end of the year, a substantial volume of mort- 
gages that are still held by the Government, but we will be through 
with the projects and the relocation of the people and the unscrambl- 
ing of the titles, we hope. 

Mr. Stusser. I thought his question was the disposition of the 
property. 

Mr. Frantz. He was referring to closing out the account and I do 
not think we will quite make that. 

Senator Dirksen. I think that is all. 


USE OF FOREIGN-MADE MATERIALS 


Senator Magnuson. I am not going to pursue this Texas thing. I 
will just give it to you people and you can put in the record some 
question. It is a question of Mexican labor and foreign-made ma- 
terials. 

Mr. Mason. We will be happy to. 

(The information referred to follows :) 


VALLEY Brick & TILE Co., 
Mission, Tex., February 27, 1957. 
Senator LYNDON JOHNSON, 
United States Senate, 
Washington, D. C. 


Dear SENATOR JOHNSON: One of the chief concerns of the building material 
suppliers, as far as FHA and VA housing is, concerned,.is the use of foreign- 
made materials on projects governed by these two agencies. 

To protect the material manufacturer and suppliers of the United States, an 
amendment to the appropriations bills for these two agencies should be made 
to the efféct that all materials used in Government-insured projects, such as 
FHA and VA, should be manufactured in the United States of America. 


90699—57 14 
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We believe this is only right and proper. There is no use ‘“kidding’’ ourselves, 
because all Government-subsidized programs use the taxpayer’s money. We, the 
taxpayers, are paying for these programs and we certainly should have con- 
sideration. 

We in the brick business cannot compete with Mexican labor at 8 cents (United 
States currency) per hour, when those of us in interstate commerce must pay 
a minimum of $1 per hour. This is United States law. Nor can we survive if 
the Government encourages the use of imported brick by having only 50 cents 
per thousand duty on brick. The duty should be at least $12 per thousand. 

The people in the brick industry are not the only ones affected. There are 
the producers of steel, lumber, cement, ete. 

The FHA and VA themselves have no authority to restrict the use of foreign- 
made materials on their projects, but an amendment stating that only material 
manufactured or produced in the United States would be necessary. 

Will you use your influence in getting such an amendment effected? 
Yours very truly, 
Ruopy L. NoRDMEYER. 


This problem has been under consideration for the past few months and all 
our insuring offices in Texas, Oklahoma, Arkansas, and Louisiana have been 
alerted to the possibility of low-strength brick being shipped into those States. 
Although we do not have legal authority to impose a restriction on the use of 
materials or products of foreign origin, we do make every effort to insure the 
use of standard-quality materials in residential construction with which FHA 
is concerned. In this connection, we recently increased our compressive strength 
requirement for brick from 1,500 pounds minimum compressive strength per 
square inch to 2,500 pounds minimum compressive strength per square inch for 
brick used in exposed locations in all areas of the continental United States. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Senator Macnvson. I think there ought to be something for the 
record on FNMA. 

Mr. Bavcuman. Mr. Chairman, I am the president of the Federal 
National Mortgage Association. I have a statement to file for the 
record. 

Senator Magnuson. It will be inserted at this point. 

(The statement referred to follows :) 



























STATEMENT oF J. S. BAUGHMAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE 
ASSOCIATION 


Mr. Chairman, I appreciate having the opportunity to appear before this 
committee to discuss the Federal National Mortgage Association’s budgetary 
request for fiscal year 1958. 

The President’s budget document for fiscal year 1958 contained $5,250,000 for 
adminstrative expenses under limitation for the Association. This amount 
was reduced by $500,000, or 9.5 percent, to $4,750,000 by the House of Repre- 
sentatives. 

The association is not appealing from the reduction made by the House since 
the legislative program for FNMA for 1958 is not yet firm; however, the legis- 
lative program proposed by the Housing and Home Finance Administrator for 
FNMA was somewhat lower than the program upon which the estimates for 
FNMA administrative expenses were originally based. 

The record of the Federal National Mortgage Association for the period 
September 1950 (when FNMA was transferred from RFC), to date, has been 
one of continuing economy of operations commensurate with maximum efficiency 
in administration and maximum protection of the Association’s mortgage port- 
folio, which ranged from $1.1 billion on September 30, 1950, to $3.3 billion on 
February 28, 1957. We will continue to do the best job possible within the scope 
of the funds available. 

Mr. Chairman, that completes my statement. I will endeavor to answer any 
questions or furnish any information that the chairman or other members of 
the committee may desire. 

Thank you. 
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LEGISLATIVE PROGRAM 


Senator Magnuson. I do not have any specific questions to ask 
on it, but I think the record should show briefly what is happening 
on FNMA. 

Mr. BaucuMan. The association is not appealing from the reduc- 
tion made by the House since the legislative program for FNMA 
for the 1958 period is not yet firm. However, the legislative program 
proposed by the Housing and Home Finance Agency for FNMA is 
somewhat lower than the program upon which the estimates for 
FNMA administrative expenses were originally based. That is the 
reason we have not appealed. 

As you know, during the past year and a half, the mortgage market 
has been rather tight. At least we have read a great deal about it 
in the paper. FNMA has three functions. They are: Secondary 
market operations: managing and liquidating the old portfolio of 
FNMA; and a special assistance program to purchase mortgages in 
areas where money is in short supply, and particularly on special 
housing programs as developed by the Government. 

These programs include housing i in Guam, Alaska, disaster housing, 
mortgages on housing in connection with urban renewal, and housing 
for the elderly. 

The sum authorized by Congress up to the present time has been 
$450 million. Of that amount under special assistance functions, 
FNMA has obligated itself for something like $275 million and pur- 
chased roughly somewhere in the neighborhood of $10 million or 
$15 million. But it has outstanding contracts for the difference. 

There are also two programs in there that I thought you might be 
interested in. That is housing for the military. Congress author- 
cs $200 million for the purchase of mortgages in connection with 

Capehart housing. That fund has been exhausted. We also have 
*50 million from Congress for cooperative housing, section 213 of 
the NHA Act, and that fund has been exhausted. 

We recently received $50 million additional for cooperative housing 
so that program is going on. 


SECONDARY MARKET OPERATIONS 


The most active of our operations in the Federal National Mort- 
gage Association has been the secondary market operations, which 
was established by Congress under the act of 1954. Under that act, 
the purpose of this secondary market operation was for the Govern- 
ment to put a limited amount of capital into the organization, but to 
go to the private market for its capital and also have subser iptions to 
stock m connection with the use of the facility whereby in time this 
operation could become privately owned and managed and would be- 
come a factor in the secondary mortgage market. 

Senator Macnuson. How do you 1 pick up in the secondary market ? 

Mr. Bavenman. In the secondary market, by statute we are re 
quired to buy mortgages at current market pr lees within a range of 
prices throughout the country; each State varies according to the 
price there. 

Senator Maenuson. Do you actually pick them up physically and 
deposit them, or do you guarantee them ? 








210 INDEPENDENT OFFICES APPROPRIATIONS, 1958 














































Mr. BavcumMan. We actually purchase them. 
Senator Macnuson. Where do you deposit them ? 

Mr. BavcuMan. We hold the mortgages. 

waannee Maenvson. You just hold them within your own organiza- 
tion ? 

Mr. Bavucuman. That is right. 

Senator Magnuson. Who services that? 

Mr. BaucuMan. We have servicers all throughout the United 
States; they are called mortgage servicers, who service these mort- 
gages. 

Senator Maenuson. Private individuals? 

Mr. Baviwiman. Yes. 

Senator Magnuson. They act as your agents to service the mort- 
gages? 

Mr. Bavueiuman. That is correct. 

Senator Magnuson. What do you pay them ? 

Mr. Baveuman. We pay them one-half of 1 point per year for 
servicing the mortgages, which is the customary and going rate for 
other institutions. 

Senator Magnuson. If I had some mortgages and I wanted some- 
one to service them, I wold have to pay that service fee; would I not? 

Mr. Bavueuman. That is right. The Treasury originally sub- 
scribed to $93 million of preferred stock and in connection with the 
sale of each mortgage to the association, each seller is required to sub- 
scribe to common stock. 

The rate was first 3 percent, then 2 percent, and then 1 percent. 
It is now presently 2 percent. In other words, 2 percent of the un- 
paid balance of the mortgage he must subscribe to in common stock. 


SERVICING OF MORTGAGES 


Senator Macnuson. How do you distribute the servicing of those 
mortgages ! 

Mr. Baucuman. Whoever sells us the mortgages has to either agree 
to service the mortgage or designate somebody who will. 

Senator Magnuson. Suppose it was a mortgage company, or sold 
it to you or a bank; they would continue to service it and they would 
collect that fee ? 

Mr. BauecuMan. That is correct. 

Senator Magnuson. You do not grab the mortgage and distribute 
it out some place ? 

Mr. Baucuman. No, sir. 

Senator Macnuson. The mortgage usually stays with the people 
who had it originally ? 

Mr. Baucuman. That is correct. 

Senator Magnuson. So, therefore, there would be some fairly wide 
distribution of those mortgages ? 





BORROWING AUTHORITY 


Mr. BaueuMman. Yes; there is. In connection with the operation, 
we are permitted to borrow from the public 10 times our capital and 
surplus. As we purchase these mortgages, we borrow temporarily 
from the Treasury and when we get to a sizable sum we go to the open 
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market and sell our debentures and pay off the temporary borrowings 
from the Treasury. 

In that way practically most of the financing is done with private 
capital from a source otherwise heretofore not used in the mortgage 
market. 

Senator Macnuson. This is just for mformation. Why do you 
have to buy the mortgage? Why should it not-stay where it is? 

Mr. Baueuman. The secondary market implies that there has al- 
ways been a secondary market. People originate mortgages who do 
not have the capital to hold them. Originally it was the eastern 

market. 

Senator Macnuson. So you bail them out? 

Mr. Baucuman. We do not bail anybody out. We purchase 
mortgages at the prevailing market rate. 

Senator Magnuson. You take them off their hands. 

Mr. Baucuman. It has been customary for years by people who 
originate mortgages to sell them to large investors such as the big 
insurance companies. They have always been big holders of 
mortgages, 

The savings banks in New York and some savings and loan asso- 
ciations. Of course, they buy them and some hold them and some 
originate them and sell them, too. 

Senator ‘Macnuson. The purpose, then, of this operation would be 
to take over those that some people did not want to hold. 

Mr. Baucuman. That they could not hold. Let us put it that way. 

Senator Macnuson. Or that they could not hold. 

Mr. Bavecuman. That is correct. 

Senator Maanuson. Do they lose all interest in it, then? 

Mr. BauauMan. Usually the seller is still very much interested 
in it because he is still servicing the mortgage locally. 

Senator Magnuson. Suppose it is a savings and loan association, 
and you go in and purchase some of their mortgages. What interest 
do they still have in it? 

Mr. BaucuMan. They have no interest at all. 

Senator Macnuson. They service it from there on in? 

Mr. Baveuman. That is correct. Unless some time they may want 
to buy them back, they would be in a position to acquire them back. 

Senator Magnuson. The only reason they want you to purchase 
them is because they cannot handle them ? 

Mr. BaucuMan. Yes, because of lack of capital or they originate 
other mortgages and they want to use their capital for that purpose. 


ADEQUACY OF FUNDS 


Senator Maenuson. As far as the appropriation is concerned, 
speaking directly to that, do you feel that you can get along with 
what the House gave you? 

Mr. Bauecuman. Yes, As I say, we do not know what our legisla- 
tive program is going to be. There is quite a discussion, as you know, 
about FNMA. We think under the circumstances we will be able 
to get along, unless some additional burden is put on us in operation. 

Senator Magnuson. You have $255,000 for retirement costs. 

Mr. Baueuman. That is correct. 

Senator Magnuson. That is a fixed charge? 

Mr. BavcuMan. Yes, sir; that is new this year. 
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ADMINISTRATIVE EXPENSES 


Senator Magnuson. And $470,000 above 1957 for administrative 
expenses. Is that caused by the increased activity you are talking 
about in the secondary market ? 

Mr. Bavcuman. Yes. I just want to give you some figures, Senator, 
that would help clarify that situation. 

I think the first year we bought $86 million of mortgages. This 
last calendar year we bought $574 million. ‘This present calendar 
year it looks like we are going to be called upon to paren close to 
$1 billion of mortgages which indicates that the volume is consider- 
ably greater than it was. 

Senator Magnuson. And the administrative expenses, naturally, I 
would move up in ratio with the amount of mortgages you bought in 
the secondary market ? 

Mr. BaucuMan. That is correct. 

Senator Magnuson. Do you look for a further increase in activity 
in this market or is it going to remain stable? 

Mr. Baueuman. At the present time it has sort of leveled off and 
there are some straws in the wind to indicate that it might get bet- 
ter. We are very hopeful that it will get better this summer. We 
have nothing concrete to offer at the present time. Some of the indi- 
cations are that there is a possibility that it may get better. 

Senator Magnuson. You maintain the same interest as the re- 
gional mortgage as you buy it ? 

Mr. Bavueuman. That is right. That is fixed by VA and FHA. 

Senator Macnuson. And the increase in interest rates would not 
have any effect upon this program ? 

Mr. Baveuman. I would think that it would have. 

Senator Macnuson. Which way ? 

Mr. BaueuMan. A 5-percent interest rate would be more attrac- 
tive to the buyers of mortgages than 414-percent interest rate. 

Senator Macnuson. It might have a tendency, as I understand it, 
to decrease the activity. 

Mr. BaucuMan. Yes. 

Senator Macenuson. The higher the rate goes, the more attractive 
it would become to other investors. 

Mr. Baveuman. That is correct. 

Senator Macnuson. And the less they would come to you to pur- 
chase in the secondary market. 

Mr. BavcuMan. The less the need they would have for us. 

Senator Maenuson. Yes. 

Mr. Bavenman. That is right. 


LIMIT ON AMOUNT OF DEBENTURES 


Senator Dirksen. What is the limit on the amount of debentures 
that you can issue ? 

Mr. BavGuMan. Ten times our capital and surplus, Senator. 

Senator Dirksen. And in dollars, that would be 

Mr. BaucuMan. At the present time, it is $1,600 million. 

Senator Dirksen. That is your total authorized limit at the pres- 
ent time? 

Mr. Baveuman. That is right. 
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Senator Dirksen. That would be another way of expressing the 
number of mortgages, I take it, that you could hold at any given 
time? 

Mr. Bavcuman. That is true, plus our capital and surplus. 

Senator Dirksen. You issued a report on page B-1 of your justi- 
fication which indicates that at the beginning of July 1, 1956, you 
had on hand $1,283,379,000 in mortgages. 

Mr. Baucuman. That is correct. 

Senator Dirksen. Then you will purchase an estimated $820 mil- 
lion. That will be for the current fiscal year, will it not? 

Mr. Baucuman. That is 1958; yes, sir. 

Senator Dirksen. That is right; 1958 fiscal. That drops down 
about $250 million below what you purchased in fiscal 1957. 

Mr. BavcuMan, Yes, sir. 

Senator Dirksen. What is the reason for that drop? Is it just 
money, or is it a limitation ¢ 

Mr. BaveuMman. One of the reasons is that FHA has raised its 
rate recently to 5 percent, which we think will probably alleviate some 
of the need to come to us on that. We look for a slight improve- 
ment in the market next year. 

It will not be too much, but it appears that there might be some 
straws in the wind that will bring it about: 

Senator Dirksen. Is that estimate of mortgages high at the end of 
the year—$1,283,000,000 ? 

Mr. Baveuman, When you say “Is it high,” I do not quite under- 
stand what you have in mind. 

Senator Dirksen. You would have mortgages on hand at the be- 
ginning of the year of $1,283,000,000. Mortgages on hand at the end 
of the year $2,028,000,000. 

Mr. BaucHMan. Yes. 

Senator Dirksen. Which means that the number of mortgages that 
you are actually holding will have increased by about $700 million ? 

Mr. BavueuMan. Yes, sir. 

Senator Dirksen. I would gather from that that you are antici- 
pating a soft market for a while in 1958. 

Mr. BAaveuMan. I would say that it is contrary to that. When you 
say “soft” market, you mean tight money market? 

Senator Dirksen. Yes. 

Mr. BaveuMan. Yes. Not quite as tight as it was in the past year 
and a half. 

Senator Dirksen. You think it will ease. 

Mr. BaveuMan. Slightly ; that is purely an opinion. 

Senator Dirksen. Yes. Are there any agencies that share that 
opinion with you, like Federal Reserve Board or the Board of Eco- 
nomic Advisors ¢ 

Mr. Bavcuman. I am afraid you will have toask them. I am only 
giving you my personal opinion, Senator. 

Senator Dirksen. I think your opinion would be a pretty good one. 

Mr. BaveuMan. At least we are very hopeful that will take place. 

Senator Dirksen. You have authority enough now to make out. 

Mr. Baveuman. When I say “authority,” I think to get up to that 
$2 billion of mortgages, there is legislation pending for an additional 
authorization for an increase in the preferred stock for FNMA. It 
has been included in these estimates. 
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The administration proposed an additional $100 million of pre- 
ferred stock to be subscribed by the Treasury. Of that, only $50 
million has been authorized so far by Congress. 

Senator Dirxsen. I notice you issued $200 million in 9-month 
debentures in October 1956. Was that the last issue? That was a 
414-percent issue. 

Mr. Bavcuman. That was in January, was it not? 

Senator Dirksen. Yes. Those were issued in January. They were 
due in October and issued in January. 

Mr. Baucuman. Yes. We put out since that time $250 million in 
February for 4 percent, and we just recently, this month or in the 
latter part of March, for delivery April 10, sold $200 million addi- 
tional at 4.10 percent. 

Senator Dirksen. I think that is all. 

Senator Magnuson. I was going to ask this question. 

All these savings and loan people have now raised their interest 
rate to about 3 percent generally. 

Mr. BavcuMan. Yes, sir. 

Senator Magnuson. They are advertising that. I want to ask this: 
They probably would not be able to pay that on their deposits if they 
would ask you to pick up a lot of their mortgages because they could 
not do it on that service rate, could they ? 

Mr. Baueuman. If we bought their mortgages, the amount of 
money they borrowed and the amount of money they were paying 
interest on would have no effect on the mortgages they sold us. 

Senator Macnuson. But their income would be less, would it not? 

Mr. BaucuMan. Because the only income they get is from the mort- 
gages they sell to us and that is half a point. 

Senator Maenuson. If they kept it, they would get the interest 
rate ? 

Mr. Baveuman. You are asking a question about the spread. 

Senator Macnuson. It would seem that the higher that interest 
rate goes, the less applications you would have to pick up that paper. 

Mr. Baveuman. Providing they could buy paper that would en- 
able them to make money when they have to pay 3 or 314 percent for 
their money. 

Senator Macnuson. In other words, their income has to be a little 
more as they raise their interest rates ? 

Mr. Baveuman. Yes. They deal mostly in conventional mort- 
Bages, Senator, as you know. 

enator Magnuson. Yes, which causes these fluctuations that the 
Senator from Illinois was talking about. I have no further questions 
on this phase of it. 

Mr. Bavenman. Thank you, sir. 


FEDERAL HOUSING ADMINISTRATION 


Senator Macnuson. We will turn for a moment to the Federal 
Housing Administration. Mr. Mason, do you have a statement 
for us? 

Mr. Mason. Yes, Mr. Chairman; I do, and I would like to file it 
for the record. 

Senator Maanvson. It will be received. 
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(The statement referred to follows :) 


STATEMENT OF NORMAN P. MASON, COMMISSIONER, FEDERAL HOUSING 
ADMINISTRATION 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to review with you FHA’s budget request for the fiscal year 1958. 

Our budget was submitted to Congress in the amount of $44,600,000. This 
was our best estimate of the amount that would be needed to process our esti- 
mated workload and administer the various insurance programs. 


The House reduced this amount by $1,340,000 and has authorized the use of 
$43,260,000 of our income for the fiscal year 1958. 


The prospective workload of the FHA is a matter of judgment. In accord 
with their decision we are accepting this reduction and are reducing the level 
of our employment. Within the amount approved by the House, we will do our 


best to operate satisfactorily and give proper service to those paying for our 
insurance. 

We estimate that our income from fees and premiums in the fiscal year 1958 
will exceed our operating expenses by more than $115 million. At present, we 


have over $526 million in earned surplus, plus a valuation reserve of more than 
$135 million. 


Senator Macnuson. I have no questions here. Do you, Senator? 
Senator Dirksen. I have no questions. 


SEATTLE OFFICE 


Senator Maenuson. I will pose one more question and then we 
will have to go to the floor. 


Somebody tells me you are going to move the office out of Seattle. 
Who can answer that? 

Mr. Frantz. That is not correct. 

Senator Magnuson. If that is not correct, then it is answered. Of 
course, Commissioner Cole and I, and all of us, discussed for a long 
time the problem of the functions, whether it be regional or not, and 
as long as they give the service, I do not care whether they call it 
regional or the Seattle office. 

There have been some complaints that sometimes decisions must be 
cleared through San Francisco, which probably could be easily cleared 
in Seattle. That was the prime purpose of my question. 

Mr. Frantz. We are very aware of that, Senator, as you know. It 
happens that we are taking another look at that right now in an 
effort to determine the matter. 

Senator Magnuson. There is no complaint up there as long as 
they can service the area without the hindrance of having to go to San 
Francisco for some decisions. San Francisco is 900 miles away. It 
is not a suburb of Seattle. 

But a lot of people east of the Mississippi River cannot appreciate 
the fact that it would be like having Chicago report to Washington. 
It is even further than that. You would not stand for that. 

Senator Dirksen. Oh, no. 

Senator Maenuson. There is a great distance and a lot of expense 
involved for people that have to clear through San Francisco. We 
have it with a lot of agencies. We try to correct it. 

If there was not enough business in the Pacific Northwest area to 
justify it, we would have no grounds to complain. But it is a big 
office and does a lot of work. The activity has been great. 
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Mr. Frantz. The activity has been growing and that is the reason 
we are studying it right now, to see whether there are more steps 
_ should be taken to see that the services are adequate out of that 
office. 

Senator Macnuson. Youcan call it by any name you want as long as 
they get the service. I have no further questions. 

Senator Dirksen. I have no further questions. 

Senator Maenuson. Thank you, gentlemen. We appreciate your 
testimony. 

Mr. Frantz. Thank you, sir. 

(Whereupon, at 4:40 p. m. Thursday, April 4, 1957 the subcom- 
mittee recessed, to reconvene at 10 a. m., Friday, April 5, 1957.) 
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FRIDAY, APRIL 5, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met at 10:15 a. m., pursuant to recess, in room 
G-16, the Capitol, Hon. Warren G. Magnuson (chairman of the sub- 
committee), presiding. 
Present : Senators Magnuson and Ellender. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


STATEMENTS OF VAL PETERSON, ADMINISTRATOR; LEWIS E. 
BERRY, DEPUTY ADMINISTRATOR; WILLIAM S. HEFFELFINGER, 
ASSISTANT ADMINISTRATOR, GENERAL ADMINISTRATION; AND 


FRANK STARR, REGIONAL ADMINISTRATOR (FORMER BUDGET 
DIRECTOR) 


LETTER TO THE SUBCOM MITTEE 


Senator Magnuson. The meeting will come to order. 


We have put off Mr. Peterson. We will be glad to have you; come 
up. 


The Chair will announce that we will have the’ National Science 
Foundation immediately following. 
ICC, we will have this afternoon. 


We will put your letter into the record, showing the changes you 
recommend. 


(The letter referred to follows :) 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
NATIONAL HEADQUARTERS, 
Battle Creek, Mich., March 27, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill for 1958, United States Senate, Washington, D. C. 

Dear Mr. CHAIRMAN: We have your letter of March 15, 1957, requesting our 
comments on the appropriations for the Federal Civil Defense Administration for 
fiscal year 1958 as passed by the House of Representatives, 

The $130 million budget request that we have submitted represents, in our 
judgment, a reasonable step toward the contribution that this agency could 
be expected to make toward national defense. 

A continuing and orderly growth of the civil-defense effort is essential to 
national security. 

Fortunately, action by the House did in fact allow for an increase in our vital 
operational activities. Major reductions affected primarily the medical stock- 
piling program. 
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The pace at which each of our programs should go forward is, of course, a 
matter of judgment. I am submitting my recommendations herewith. 
Now I should like to go over the House action, appropriation by appropriation, 


OPERATIONS 


The House allowed $17 million against a budget estimate of $25 million for 
this appropriation. In order to sustain, on a full-year basis, those programs in 
being in fiscal year 1957, it will require almost $14,400,000, leaving a balance of 
only $2,600,000 for program expansion. -The budget estimates provided over 
$10,600,000 for such expansion. Major emphasis was placed in the estimates 
upon increasing the strength of the 7 FCDA regional offices by the addition of 
approximately 39 new personnel in each region. This expansion would cost 
slightly under $1,600,000. It was based upon the concept of achieving a maxi- 
mum, orderly decentralization of our operational capacity. Our objective is to 
develop and maintain a strong, well-trained field organization that will lend 
itself to swift action and competent leadership in an emergency. Additional 
regional personnel are requested to work with the States and cities in order 
that those parts of the total civil-defense organization might be made ready to 
assume the responsibilities befalling them in an attack situation. 

I feel so firmly about the need for greater strength in the FCDA regional 
organization that I would give first priority to the regional staffing even if the 
House allowance were to stand unchanged. This would permit only $1 million 
to be apportioned among all the other program items contained in the budget 
estimate. 

Projected expansion in the civil-defense education and training program would 
be severely affected by the House allowances. Whereas the budget estimates 
requested some $4,364,000 in increases over the 1957 base costs, a maximum 
amount of $1 million would be left to apply to education and training after 
financing the regional expansion. 

From a practical cost standpoint, the education projects we have planned for 
1958 in dollars and cents alone cost us only a small fraction of the value received, 
because such things as radio and television time, and newspaper space, are 
donated free by commercial concerns who are dedicated to national defense. 
The only cost to us is that of preparing the material which is then placed in the 
channels of public information. It is just good business to take advantage of 
these offers from commercial channels of mass information where so much can 
be accomplished from the expenditure of so little. 

If regional expansion and a small increase in civil-defense education and 
training are to be financed, there is nothing left within the House allowance 
for any other necessary increase in programs financed by this appropriation. 
This would mean that the technical communications modifications budgeted at 
a cost of $600,000 would not be possible. These increases were intended to 
finance, among other items, automatic switching equipment, so that emergency 
messages could be transmitted faster and more reliably. An amount of $350,000 
for preliminary engineering surveys of underground communications and operat- 
ing facilities would be eliminated. It would also mean that additional technical 
staff within all the FCDA services at the national office would have to be disre- 
garded. 

EMERGENCY SUPPLIES AND EQUIPMENT 


The House removed the entire $70 million estimate for new procurement of 
emergency supplies and equipment from the bill. In addition, $1,700,000 was 
removed from the estimate for warehousing and maintenance of the existing 
stockpile. The action of the House would interrupt the procurement program 
at the midpoint of the first planning level. When the program started, an ulti- 
mate goal was set at sufficient medical supplies to care for 5 million anticipated 
casualties. With development of more powerful weapons, this goal was dis- 
earded as an ultimate, since many times this number of casualties could be 
reasonably expected after a thermonuclear attack. However, though we dis- 
earded the 5 million casualty estimate as an ultimate, we kept it as an interim 
objective. 

The cost of this original 5 million casualty program was calculated to be 
$411 million. Thus far some $219 million have been appropriated. These funds 
were used to accumulate sufficient basic medical supplies to provide immediate 
lifesaving care for 4,250,000 blast and burn casualties. A good start was also 
made in procuring 1,932 emergency hospital units, toward an interim goal of 
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6,000. In addition, in later years program emphasis was applied to procure 
ment of radiological and chemical detection devices, so that the Nation might 
be equipped to cope with these new dimensions of modern warfare. 

We have been purchasing the bulk of the FCDA medical supplies through the 
military procurement agencies, with certain allied items purchased through the 
General Services Administration. Well over 300 contractors are involved, with 
at least 50 percent of the volume of FCDA procurement going to small business. 
Eliminating the stockpile program will jeopardize or eliminate certain of these 
production bases. For example, the processing industry for blood derivatives is 
kept alive by the FCDA procurement program. This mdustry is vital in time 
of war. If it were to be abolished as a result of the House action, only to be 
revived later, there would result inevitable delay and a substantial increase in 
price. With yearly recurring procurement, the opposite is true. For example, 
when we first started buying Dextran, a plasma volume expander, in 1952, prices 
were set at $8.50 to $9.50 per unit. By steady buying, the price has been brought 
down to the present level of $1.50 per unit. 

We have been careful to select items which are capable of long storage—this 
would mean 25 years or longer if necessary. Dated items—mostly antibiotics— 
do exist and have given us some difficulty, since 5 years is the maximum guar- 
anteed shelf life obtainable. Even so, through pharmaceutical experimentation, 
we expect to be able to extend the dates on some of these antibiotics. Also, we 
have been fortunate in securing rotation contracts on 25 percent of our present 
antibiotic stockpile. All new antibiotic contracts for the past year have carried 
provision for automatic rotation. 

We have the most widespread depot system for storage of reserve medical 
supplies in the United States today. At the present time the 40 FCDA ware- 
houses throughout the Nation are spotted outside of the critical target areas 
most likely to need this type of emergency assistance. 

In addition to this, many supplies such as our hospital units, are prepositioned 
in or near support communities, adjacent to the probable areas of greatest dam- 
age in the large cities. Before a location is approved as an FCDA warehouse, 
available transportation to and from this location is completely investigated and 
a determination is made that supplies stored therein will be accessible when 
needed. 

The projected level of the emergency supplies and equipment stockpile and 
the rate at which that level should be attained is a matter of judgment. We, of 
course, will gladly abide by the decision the Congress reaches after the careful 
consideration we know it will give to this program. It is my opinion that this 
program should be continued even if other considerations require that it be on a 
limited basis. 

SURVEYS, PLANS AND RESEARCH 


The $6,700,000 appropriation request for research had been designed to give 
us greater understanding of new weapons effects and the ways of combating 
them. We also expected to have developed from these contracts a system of 
bomb damage assessment and new data on nuclear radiation effects and improved 
measures to monitor radiological fallout. The total request was as follows: 


Warning and communications__-_ $750, 000 
Damage assessment and reporting system 1, 000, 000 
Radiolozical defense 1, 400, 000 
Shelter : 2, 390, 000 
‘i 250, 000 

350, 000 
Civil Defense Advisory Committee 50, 000 
Information and education ; 200, 000 
Bacteriological and chemical warfare research 300, 000 
EE CPCI esis et sos eee ke a ecm 100, 000 


OCG oo ietlkioecass hae eee ee eee 6, 700, 000 


The effects of nuclear weapons in an all-out attack will be of such magnitude 
that research ind experimentation must be employed in order that defense 
measures for counteraction can be developed. 

The House allowance will finance only the program for testing certain shelter 
types under nuclear explosions. All the remaining items requested in the esti- 
mate would have to be discarded. This program was drawn up upon the recom- 
mendation of the Advisory Committee on Civil Defense of the National Research 
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Council. It has been keyed into the research efforts of both Government and 
private research agencies and represents, to my thinking, a sound development 
effort for this stage of national civil defense progress. 


CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIES 


There was an estimate of $6,300,000 presented for this appropriation; the 
House bill contains nothing. This appropriation request—$6,300,000—is modest 
in relation to the immeasurable benefits to civil defense which result from the 
appropriate utilization of the personnel and facilities of other Federal depart- 
ments or agencies. 

I am very proud of the progress we have made in the last 2 years in adapting 
the resources of these agencies to civil defense. I think we are now on the way 
toward creating an organizational capacity which cannot be charted or explained 
in terms of dollars. I sincerely believe that the full development of this plan 
will ultimately result.in a saving of millions of dollars when compared to any 
other effective aternative. 

GENERAL RESTRICTIONS 


I am particularly concerned about the limitation on travel which the House 
bill carries. You will recall that the 84th Congress, late in the 2d session, 
enacted Public Law 928 which authorized FCDA to pay travel and per diem 
expenses for State and local trainees attending Federal civil defense courses. 
I was gratified to receive this authorization, for it removed a very real obstacle 
to civil defense training progress. However, the limitation imposed by the 
House in H. R. 6070 nullifies the advantage gained through Public Law 928, 
for it would hold us to the amount programed for travel expenses in 1957, which 
excluded any consideration of the additional costs for payments to State and 
local trainees. 

The travel plan for 1958 did, I readily admit, contain a large increase over 
1957. Almost $250,000 of the increase was meant to pay the full-year travel 
costs of those employees newly hired in 1957. Another $100,000 was budgeted 
for travel.and per diem payments to State and local trainees attending our 
courses. The remainder of the increase was assigned either to additional per- 
sonnel planned in 1958, or to raise the going travel rate for those employees 
who needed to travel more. 

I can appreciate the apprehension of the House that Federal employees might 
be traveling needlessly. However, personal, on-site contact with State and local 
officials is an effective way by which Federal leadership in civil defense can be 
provided. 

I request that the restriction written into H. R. 6070 be removed. 

Thank you for giving me this opportunity to comment on the House bill. As 
you requested, I am enclosing my recommendations for changes in the language 
of the bill. 

Sincerely, 
VAL PETERSON. 


CHANGES RECOMMENDED TO H. R. 6070 


1. Page 5, line 3: After “exceed,” strike out “6,000” and insert “10,000.” 

2. Page 5, lines 4 and 5: After “services;” strike out “not to exceed $598,000 
for expenses of travel ;”. 

3. Page 5, line 9: After “conclusive;” strike out “$17,000,000,” and insert 
**$25,000,000.” 


4. Page 5, line 19: After “amended,” strike out “$3,300,000.” and insert ‘“$14,- 


5. Page 6, line 2: After “(5 U. S. C. 55a),” strike out “$2,000,000,” and insert 
“$6,700,000,”’. 

6. Page 6, line 4: Insert the following language and renumber the lines 
accordingly : 

“Salaries and expenses, Civil defense functions of Federal agencies: For nec- 
essary expenses to enable departments and agencies to discharge civil defense 
responsibilities delegated under the authority of section 201 (b) of the Federal 
Civil Defense Act of 1950, as amended, including expenses of attendance at 
meetings concerned with the purpose of this appropriation, and the purchase of 
materials and supplies necessary thereto, $6,300,000.” 
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BUDGET SITUATION 


Senator Magnuson. Governor, for the purpose of the record, you 
had better take your totals here, your total for 1957 was $93,560,000. 

The budget estimates for this year were $130 million. 

Then you have the mandatory retirement fund contribution of 
$754,000. The House recommended $39,300,000, which was a minus 
$54,260,000 from the 1957 appropriation and a minus $90,700,000 from 
the 1958 estimate, which brings us to the question of the restoration 
requested which is $29,700,000; is that correct ? 

Mr. Prrerson. Yes. 

Senator Magnuson. All right, we will be glad to hear from you. 

Mr. Prerrrson. Mr. Chairman, we are asking for the restoration of 
the full amount with the exception of what we call the emergency sup- 
plies and equipment fund. 

Senator Magnuson. Now that item in 1957 was $47 million. Then 
your budget estimate this year was $75 million. 

The retirement fund comes in there, too, 

The House recommended $3,300,000, which is a minus $43,700,000 
from the 1957 estimate and a minus of $71,700,000 from the 1958 
estimate. 

Mr. Prrerson. We are asking for the restoration 

Senator Magnuson. $10,700,000? 

Mr. Pererson. In that fund we are asking for the restoration of 
$10,700,000 as a minimum, but calling the attention of this commit- 
tee, Mr. Chairman, to the fact that in this area we have a judgmental 
factor and the $75 million request which we made we thought and 
still think is sound. 

However, we grant that in stockpiling medical supplies—with the 
prospect of a future war being extremely uncertain and all of us hoping 
it does not occur—we grant that in this area and in this item that the 
judgment of the Congress would be as good as the judgment of the 
agency. 

Senator Magnuson. What the House did apparently was allow you 
only the necessary expenses for warehousing and maintenance. 

Mr. Pererson. Yes, and not quite enough for that, but reasonably 
close. 

Senator Magnuson. Over and beyond that, none for new material ? 

Mr. Pererson. That is correct. 





INDEPENDENT AGENCIES. STOCKPILES 


Senator Magnuson. For the so-called stockpile. 

Mr. Pererson. Yes. 

As I understand it, the House eliminated practically all stockpiles 
for the independent agencies. 

Senator Macnuson. They told you to keep what you have, and we 
will give you some money to maintain that? 

Mr. Prrerson. Yes. 

Now, if a war should come in the next 2, 3, 5, 10, or 15 years, this 
would be a disastrous action on the part of the House. If the war 
were deferred for 25 or 30 years or did not occur at all, then this would 
be a fine piece of fiscal management. It would be saving for the tax- 
payers of the United States. 
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We just don’t know, we have no way of determining whether it is 
a disastrous action or whether it is one that is advisable. 

Senator Maenuson. It is a little like whether or not we keep the fire 
department even though we may have no fires? 

Mr. Pererson. That is right. It would be my hope that the Senate 
committee would determine that a portion of this program, at the 
very least, should be continued. 


BREAKDOWN OF REQUEST 


Senator Macnuson. Now, let me ask this: What would the $10.7 
million be for? Let us break that down. Let us first put in the record 
what you wanted the $71 million for. 

I think the record ought to show what you intended to do with your 
request to the Budget on the $75 million. 

Mr. Peterson. Yes; we are stockpiling emergency hospitals, Mr. 
Chairman, because in the event of a war the hospitals that we presently 
have will be eliminated by the explosive force of the bombs. 

So we have a program of stockpiling these emergency hospitals and 
this vear we were requesting $42,250,000 to stockpile these under the 
broad direction and the suggestions given to us by our Medical Ad- 
visory Committee. 

For medical and surgical supplies we requested $8,750,000. 

For blood and shock therapy, that is for blood, for blood substi- 
tutes, for blood expanders, $9,700,000. 

For other medical items we requested $1,300,000 for a total of $62 
million. 

Then in addition to-that, for radiological and chemical warfare de- 
fense equipment, $8 million—that is radiological monitoring devices 
and gas masks and things of that nature. 

And for warehousing and maintenance of the stockpile, we esti- 
mated $5 million, for a grand total of $75 million. 


MOBILE-TYPE HOSPITALS 


Senator Maenuson. Now, you remember last year and the year 
before we had a lot of discussion of what we called mobile-type 
hospitals. 

Mr. Prrerson. Yes; certainly we expect to place these stockpiles 
over the United States where we can get to them quickly. I did not 
want to leave the impression that they were on wheels. 

Senator Magnuson. Now, that was cut out completely ? 

Mr. Pererson. Yes. 

Senator Macnuson. You are asking for the restoration of $10,- 
700,000. What would you use that for? 


BLOOD AND SHOCK-THERAPY ITEM 


Mr. Pererson. That would be for the amount of monev we asked 
for in the blood and shock-therapy item. That was $9,700,000. 

We feel that it would be fatal to abandon this program because we 
are the only purchaser in some areas and the principal one in others, 
and if we permit these institutions to close down, in the event of any 
difficulty in the United States, it will be much more expensive to re- 
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constitute them, and there will be a timelag when we need these things 
desperately, and we won’t have them in being. 
So we feel that it would be very shortsighted on the part of the 
United States to permit a number of these institutions to close down. 
Senator Magnuson. How do they work with—for instance, I have 


given blood, I have given it to the Red Cross. Now, they have a blood 
bank, do they not? 


Mr. Perrerson. That is correct. 

Senator Magnuson. How do you work with them ? 

Mr. Pererson. As a matter of fact, we are one of the agencies 
that work very closely with the Red Cross, and we are one of the 
agencies that support this entire national blood program. 

However, what we are speaking about here is broader than that. 
It is the business of taking blood that is on hand and reconstituting 
or reworking it for various reasons into plasma. I am also talking 
about Dextran as a blood substitute. I am covering the entire field. 

Senator Magnuson. Well, is this true, take the Red Cross as an ex- 
ample. They have their stuff stockpiled or stored or warehoused. In 
the event of an attack that would probably be destroyed whereas in 
your case you put it in a safe place. 

Mr. Pererson. We attempt to. 


LIMITATIONS OF RED CROSS BLOOD BANK 


In addition to that, the Red Cross doesn’t have enough blood to 
take care of anything but current requirements from day to day. They 
are having difficulty getting people to donate blood rapidly enough 
to keep up with their peacetime demands. 


Senator Maanuson. In other words, their bank is a normal month 
to month operation ? 


Mr. Pererson. Yes. 

Senator Macnuson. Whereas yours would be laid away, in a 
broader way ? 

Mr. Pererson. Right. 

Senator Magnuson. Laid away for the purpose of an emergency ? 

Mr. Pererson. Yes. 

Of course, we use the supplies in a natural disaster emergency as 
well. 

Senator Magnuson. Suppose we had a natural disaster, they could 
still call on you? 

Mr. Pererson. Certainly. We are always available to the Red 
Cross and we work closely with them. We are talking about blood 
collecting equipment, the blood derivitives, plasma volume expanders, 
intravenous solutions, and nasogastric feedings. 

Senator Magnuson. Then you point out to us, although you did 
not particularly like it, you thought the 75 million was necessary 
for the program, but that if the program was going to be cut at all 
there should be a restoration for this very vital part of the program 
which you just explained, which involves $10,700,000 ? 

Mr. Prrerson. That is right. 

In addition to that, Mr. Chairman, I would emphasize that while 
I am sympathetic and understand completely the necessity for care 
in the fiscal management of the affairs of this country, it is my feeling 
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that your committee could well take a look at the desirability of 
maintaining part of this program. If you feel that $75 million is 
too much, it may be that you would say: let this program continue 
at the rate it was carried on last year, which was $47 million, or you 
might pick some other figure, but certainly we would hope that you 
would pick a figure no smaller than $10,700,000. 


COMPROMISE FIGURE 


Senator Magnuson. As you know, how things work up here, even 
though some of us might feel that you needed the $75 million program, 
we are going to have to compromise and arrive at some compromise 
figure. 

“I understand that the floor on that would be the $10,700,000 on that 
program ? 

Mr. Pererson. I think it is absolutely imperative that we have the 
$10,700,000 and such in addition as you are able to work out, because 
it does not seem wise to me to completely eliminate this stockpiling 
program. 

Senator Macnuson. Now, the House on operations gave you—from 
last year you had $15,560,000 and you asked for $25 million. That 
includes a half million dollars that is fixed charges in there—that 
retirement fund contribution—so we can dispose of that because that 
is one you have to pay regardless. 

The House recommended $17 million, which is still $1,440,000 over 
this year’s budget. 

But if you take out the half million dollars you have about a million 
dollars over what you had last year that the House gave you, but it is 
minus $8 million from your request. 


EFFECT OF REDUCTION 


Now, on the restoration, what would the cutting out of the $8 million 
do to you on your operations ? 

Mr. Pererson. We had asked for this increase to $25 million, Mr. 
Chairman, to strengthen our 7 regional offices. We wanted to 
strengthen, by approximately 39 positions, each one of our regions. 

This is where we really do our business. This is where we render 
service to the States and the cities in the United States in building 
stronger civil defense organizations. : 

In case of attack upon this country these regions may have to oper- 
ate on a decentralized basis, quite likely would. We are trying to 
strengthen them. 

Senator Macnuson. How many regions do you have? 

Mr. Pererson. Seven, sir. 

Senator Magnuson. And some regions contain several States? 

Mr. Pererson. That is correct. 


STATE CIVIL DEFENSE DEPARTMENTS 


Senator Magnuson. How many States have civil-defense depart- 
ments ? 

Mr. Pererson. Every State in the Union has a civil-defense depart- 
ment and each of the Territories. 








INDEPENDENT OFFICES APPROPRIATIONS, 1958 225 


Senator Macnuson. They are appointed by the governor? 

Mr. Pererson. That is correct. 

Senator Macnuson. How many State legislatures have appropri- 
ated money for that operation ? 

Mr. Pererson. I don’t know of any State legislature that has not 
appropriated money for civil defense. I know of no Territorial 
legislature that has not appropriated money for civil defense. 

Senator Macnuson. So they have their own shops set up because of 
the Federal Defense Administration to work in cooperation with you 
people on all of the programs they have ready for an emergency ? 

Mr. Pererson. Yes; and it is our job to exercise ee and it is 
our job to take all of this volume of information that is available here 
in Washington through scientific and military sources, boil it down and 
put it into a popular form that can be utilized by people at the State 
and city level. 

It is our job to give them guidance and leadership. That is why we 
need these people to contact these other people face to face. 

Senator Macnuson. You have about a million dollars more than 
you had last year even in the House bill? 

Mr. Peterson. That is correct. 

Senator Magnuson. In round figures—I am taking out the $500,000 
because that is a fixed charge, retirement fund. 

Mr. Pererson. Yes. 

Senator Magnuson. What would you have to cut out now, for the 
purpose of the record, if you did not get the $8 million? 

Mr. Pererson. Mr. Chairman, I was going to run through four 
more points here to explain where we wanted the increase. Point No. 
1 was to increase the regional offices by 39 each. 


EDUCATION AND TRAINING PROGRAMS 


Point No. 2 was to expand the civil-defense education and training 
programs including an advanced civil-defense course that would be 
maintained at Battle Creek, Mich. That is under the McCormack bill; 
Representative McCormack, of the House, sponsored that bill last 
year, you may recall. 

We wanted to establish the advanced school at Battle Creek; also 
2 training centers, 1 on the east coast and 1 on the west coast. 

At the present time most all of our training is done at Battle 
Creek, Mich., and many people on the west coast and on the east 
coast find that the travel costs are excessive for traveling to the Michi- 
gan area to attend these courses. 

We believe we can do a better job if we have a training course on 
each coast. Now, we do have a little training here in rescue work at 
oo? Md., with which you are familiar, but that is only in one 

eld. 

To expand our civil-defense education and training program, to 
establish the 2 schools and expand the facility at Battle Greek would 
cost an estimated $4,400,000. 

Now, that is the second of the programs that we had in mind. 
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COMMUNICATIONS FACILITIES 


The third one is to make technical modifications to the communica- 
tions facilities so that emergency messages may be transmitted faster 
and more reliably. That would cost us $600,000. 

The fourth one was to make preliminary engineering surveys of 
underground communications and operating facilities at a cost of 
$350,000. 

We believe, Mr. Chairman, that, to be operational following an 
attack, we will have to place a portion, if not all, of our offices under- 
ground, because if they are outside the area of blast and fire they 
still will be in the area, many of them, if not all of them, of heavy 
radiological contamination. 

We simply wouldn’t be able to do any business unless we have at 
least our operational elements under the ground, and we want to start 
making surveys to find out how we can go about this. 


UTILIZATION OF CAVES 


I might just say in passing here that we are exploring also the pos- 
sibility of utilizing caves in various portions of the United States 
rather than constructing buildings, because some of these caves will 
have a strength, resistance to blast, that would be greater than any- 
thing we can build in a manmade building. 


INCREASE IN TECHNICAL STAFF 


The last thing we were asking for was $1,400,000 to increase the 
depth in our technical staff. By that, I mean persons in the scientific 
fields. We need more people in the field of countermeasures for radio- 
activity, in our communications field, medical field, and right straight 
through our entire organization. 

Senator Macnuson. Without the restoration you could not do these 
things? 

Mr. Pererson. We could not do these things. 

I would like to point out to you, Mr. Chairman, and for the record, 
that you are dealing here with an infant organization. You are deal- 
ing with an organization that Congress created in 1951. We have 
not attained anywhere near the strength that is necessary to permit 
us to render a reasonable service to the people of the United States in 
this rather difficult field. 

It is my judgment that we will have to continue to grow for a period 
of years, Mr. Chairman, if we are to do any kind of job. 

So I do not believe you can apply to us the same yardstick that you 
might apply to a well-organized, long-lived agency which, it should 
be assumed, has attained a growth that would permit it to do its job 
on a rather normal basis. 

I appreciate that anybody can advance part of that argument, but 
I think it is rather novel in our case. 

Senator Magnuson. Now, on the training center proposed program 
there would have to be some restoration of some of the $8 million 
to establish—you have 1 now and you would have 3; 1 in the middle 
of the country practically, and 1 in the East and 1 in the West, and 
there would be some saving in that by eliminating a lot of transporta- 
tion cost. 
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Mr. Pererson. There would be a saving to the State and city peo- 
ple, primarily. I don’t know that there will be much saving to the 
Federal Government, but it would permit us to'do a much better job 
and, of course, this money that is expended in this area:all comes 
out of the same taxpayer’s pocket whether spent by the city or State 
government. 

COMMUNICATIONS PROBLEM 


Senator Magnuson. What about communications? How do you 
work in with the military on the communications problem ? 

Mr. Prererson. We tie very closely with them, 

Senator Magnuson. The reason I ask that is that the other com- 
mittee of which I am also the chairman, is quite vitally interested in 
those plans. 

Mr. Pererson. Yes. Wetie right in with the military, with the Air 
Force at their Air Defense Command centers. 

In the past we have maintained men around the clock in all of the 
air defense divisions, but as an economy measure and in order to 
render better service we are cutting down our staff in this area to 
maintain an around-the-clock haison with the Air Force at their three 
major command centers, that is the Western Air Defense Command, 
the Eastern Air Defense, and the Continental Air Defense Command. 

Senator Magnuson. If something happened right now communica- 
tionwise, do you take over, or does the military take over with their 
emergency communications? Or should I put it this way: Or do the 
two of you get together on it? 


RESPONSIBILITY OF AGENCY 


Mr. Prrerson. We get together. Our men are right there with 
the military people. . It is our responsibility under the law to alert 
the people of the United States, the civilian population of the United 
States of an impending attack. 

Senator Macnuson. That is wise, because if something happened 
the military would be busy with their own problems. 

Mr. Prrerson. That is right. They accept no responsibility here 
and this is ours in law. 

Now, we will be equipped on approximately the 1st of May to give 
that kind of warning to the key points in 1 minute. As of today, it 
might take us 8 minutes. 

Senator Macnuson. How could you sitting right here be notified ? 

Mr. Prrerson. We would be notified by this information being re- 
ceived by the civil defense office here in the District of Columbia. 
The warning would come from that office to the people. 

Senator Magnuson. What do they do, call us on the phone or put it 
on the radio? 

Mr. Prererson. No; the warning would come at the present time—— 
Senator Maenvson. Or send Paul Reveres?) How would they do 
it ¢ 

Mr. Pererson. They might have to do all those things. The first 
thing would be the sounding of the sirens in the city. 
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SIREN SYSTEMS 


Senator Macnuson. Let us go into that program. In most urban 
centers now they do have a setup of sirens? 

Mr. Peterson. That is right. 

Senator Macnuson. And they are maintained not by you, but by 
the municipalities themselves; is that correct? Or the State? 

Mr. Peterson. That is right . By the municipalities. But we 
have financed 50 percent of that program. 

Senator Macnuson. I was going to say we have money in there? 

Mr. Peterson. That is right. 

Senator Macnuson. The people who operate that warning system 
are the local people that work in liaison with your program which 
involves part of this operation cost? 

Mr. Peterson. That is right. 

Senator Macnuson. That would be in my hometown of Seattle, 
probably somebody designated by the civil government ? 

Mr. Peterson. That is right. You have a civil defense department 
there and it isa part of the city government. 

Senator Macnuson. So at the first sound of the warning signal, 
what would happen next? 

Mr. Pererson. At that time, the civil defense plans as organized 
within the city would take over. They would proceed according to 
those plans. 

EVACUATION OF CITIES 


At the present time, when we have no shelters in the United States, 
the only technique that could be employed previous to the attack 
would be the evacuation of the cities if there is sufficient warning 
time. Most cities have such plans. That was a tactic that was very 
sound at the time it was developed, and still has an element of sound- 
ness in it, but has been made more difficult because of the radioactive 
fallout threat. This means that if we save a man’s life from blast 
and fire and get him out in the country, we now have to save his life 
from the effects of the radioactive fallout which requires a shelter in 
itself. The other thing that will affect evacuation is the development 
of the ICBM. 


GRANTS FOR SHELTER PLANS 


Senator Magnuson. Let us talk about those shelters now, those shel- 
- pene. Do you have any money in this budget for grants for shelter 
plans? 

Mr. Peterson. No; we do not, Mr. Chairman. 

Senator Macnuson. Let me ask this question again: ODM was up 
here and they talked considerably—you were here when Mr. Gray was 
here—about embarking upon a shelter program. 

Mr. Peterson. I was not here, but I heard of the discussion. 

Senator Macnuson. Yes. Who would be responsible for that? 

Mr. Pererson. We are empowered by Public Law 920 to plan for 
shelters and, in fact, to undertake a shelter program, assuming we 
have the money for it. We are asking for $2,300,000 in this budget 
for research in the field of shelters. 

We are testing some shelters this spring and summer out in the 
Nevada Proving Grounds. 

However, I think I should say to you, Mr. Chairman, that this 
Administration has placed before the President a shelter program, a 
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program that would involve shelters to protect the American people 
against the effects of blast and fire and also radioactivity, a shelter 
program running into a tremendous amount of money, billions of 
dollars. 

That program is now being actively studied within the executive 
branch of the Government, which i is not yet ready to make a recom- 
mendation to the Congress. of the United ‘States 

Senator Magnuson. You have only money in this budget for $2 
million for planning purposes for this program ? 

Mr. Peterson. That is correct. 

Senator Macnuson. Let us take an individual. If I wanted to 
build a shelter in my backyard in Seattle, or in my home, could I 
apply for a construction loan or a repair loan with the FHA ? 


INCOME TAX REDUCTION FOR BUILDING SHELTERS 


Mr. Pererson. Yes, you can. However, we have proposals that we 
are also now considering in the executive branch. There is an insur- 
ance feature in relationship to these HHFA loans. We have also 
proposed an income tax dodietion of not to exceed $500 a year for 5 
years to help people build shelters, hometype shelters. 

Senator Magnuson. It would seem to me, and I suppose you might 
agree with this, too, that if we are going to embark upon a program 
such as this that it would be better if we could get the initiative from 
the people themselves and give them this kind of aid, maybe apply for 
a loan, have a tax reduction, but would give them ‘advice as to how 
to do it, the type of shelter, after you use this $2 million for testing 
and all the other things. 

Mr. Pererson. Yes, we are doing that right now. We want to con- 
tinue that phase of the program. 

The fact of the matter is, as you may have noticed in the morning 
papers, the statement made by the British, that while our military is 
doing everything that is humanly possible to defend the American 
people and I have nothing but praise for the job it is doing, the fact is 
that after an attack starts, assuming that someone is foolish enough 
to start an attack in a thermonuclear war, there is no such thing as an 
absolute defense and the bombs will fall upon these cities. The only 
way in the world that we can save the lives of many of these people 
will be by undertaking a shelter program and by putting some of these 
things underground as is being done in some of the other countries 
of the world now, notably Sweden, Norway, Denmark, some evidence 
of it in Switzerland and some evidence of it in Russia, although we 
don’t know too much about the activity in Russia. 

Senator Magnuson. But would you say this is a fair statement, the 
shelter program is pretty much lagging all over the country, is it not? 


INDUSTRY UNDERGROUND 


Mr. Prrerson. That is absolutely correct, Mr. Chairman. And in 
my judgment we cannot survive a thermonuclear war as a Nation unless 
we take advantage of the mountains of the United States and start 
putting industry underground—I would hasten to say the expansions 
of industry because certainly no one would propose that you tear in- 
dustry up where it is constituted. If you did this dispersing over 10 
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or 15 years a considerable percentage of American industry would 
be underground. 

In addition to that, Mr. Chairman, we would be forced to, it ap- 
pears to me, turn to the direction of a shelter building program. 

Senator Macnuson. I am talking not so much of the industry 
shelter program. I am talking more of the individual, the family 
shelter program. I don’t know of any activity in that at all unless 
some fellow—there may be instances where somebody takes the initia- 
tive, very little has been done in that respect in this country. 

Senator Magnuson. I do not know a person of my acquaintance 
that has a shelter. 

Mr. Perrerson. Well, I know of a few people who have built 
shelters. 

Senator Magnuson. They have basements. 

Mr. Pererson. Some of them have built them in their backyards. 
As a matter of fact, I know a Member of Congress who is making 
plans to build one now. 

Senator Magnuson. You suggested last year that there might be, 
and this will be interesting to everybody in America, that when a fel- 
low starts to build a new garage or new house he might consider put- 
ting a slope in it and putting it underneath. 

Mr. Pererson. That is right. 

Senator Macnuson. And at very little cost. 


INCLUSION OF SHELTERS IN NEW BUILDINGS 


Mr. Pererson. As a matter of fact, when the Government of the 
United States builds buildings as it is doing right now, in Washing- 
ton, those buildings should include shelter features. 

As a matter of fact, the cost of adding adequate shelter in the con- 
struction of a building we would estimate would increase the cost 
about 15 percent. 

In other words, you could put shelter in the new Senate Office 
Building here. You undoubtedly have 1 or 2 subfloors there. 

Senator Macnuson. Here is the major domo of that. 

Senator Ettenper. No; I was against it. 

Senator Macnuson. But you know about it. Do you have shelters 
there? 

Senator Erutenver. No. We have a big garage underneath that we 
could use as shelter. 

Mr. Prrerson. Yes, but that would need to be strengthened. 

Senator Macnvuson. This garage out here would be no good? 

Mr. Pererson. No. You need a strength there that would with- 
stand at least 30 pounds of overpressure per square inch. This 
building would fall apart at 2 pounds overpressure per square inch. 

Senator Macnuson. Have you sufficiently convinced the FHA— 
I am thinking of new construction, new housing—that if it includes 
the shelter program which would add somewhat to the cost, that they 
will not deny the loan or they will look with some favor upon that 
type of construction when they make the loan? 

Mr. Pererson. That is correct, but they have come back at us 
this way: they have said at. present the American public attaches 
no value to the shelter that gives it a marketability at the present time. 
The thing you run into there is this: if the Government of the 
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United States is not sufficiently convinced about the necessity for 
shelters to put shelters in buildings that are being built such as the 
Senate Office Building, or such as the State Department building, 
then you are going to find it very difficult, the people are going to 
find it very difficult, to accept the concepts themselves. 

In other words, we are all in this thing together. 

Senator Magnuson. Yes. I think that most industry—particularly 
vital industries—I am sure that Boeing Aircraft has a shelter pro- 
gram for the Boeing factory in Seattle, or Rue anyway. Maybe 
they have not actually done it, but they have plans. 


BANKS CONSTRUCTING SHELTERS 


Mr. Pererson. Some industries have built shelters already. 

As a matter of fact, some industrial concerns in our cities are 
building shelters. Some banks are building shelters. Many banks 
have photographed everything they have and have relocation points 
outside the cities. 

In these relocation points they maintain the records of the bank 
so that if the principal premises were wiped out they will have the 
records at the other place. 

We must turn in this direction, but, here again, Mr. Chairman—— 

Senator Magnuson. If anything is going to be done on the thing, 
surely you people have to be the salesmen to convince people that this 
might be the desirable thing to do. 

I am speaking of individual shelters. I agree with you, I do not 
think I have ever seen an ad selling a house where one of the features, 
other than a modern kitchen or 6 rooms or 3 bathrooms, is that it in- 
cludes a bomb shelter. I do not recall ever seeing one. 

Mr. Prrerson. Representative Broyhill, who also engages in the 
construction business in this area, has put some shelters in some of his 
houses. I have not talked to him recently to find out how that 
program has materialized. I think I will have to follow up on that. 

Senator Magnuson. You take in Senator Ellender’s State there, I 
suppose in New Orleans you would not have any shelter underground; 
you would run into water. 

Senator ELienper. That is right. Much of the city is only 3 feet 
above sea. level. 

DOME-TYPE SHELTERS 


Mr. Prrerson. We can build a dome-type shelter on top of the 
earth that will give the same degree of protection. 

Senator Macnuson. That would be very costly. 

Mr. Prrerson. We are going to test some shelters of that type 
during this series of tests out in Nevada. It appears you can build 
a dome out of concrete and steel that gives a tremendous protection 
against atomic blasts. 

Senator Maenvson. Then, of course, the protection against fallout 
is important, too. 

Mr. Pererson. Yes. 

Senator Magnuson. You would not need as heavy a structure, 
would you? 

Mr. Perrrson. No, but these domes might have to have dirt over 
them to protect against fallout. 

Senator Magnuson. Dirt takes care of that? 
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EFFECT OF RADIOACTIVITY 


Mr. Pererson. Three feet of dirt will cut the effects of radioactivity 
by a factor of 1 over 5,000. That is about what we think it ought to 
be cut to because it is possible, depending on the weight of attack on 
the United States, that in some areas in the United States radioactivity 
will be measured in thousands of roentgens. The only way in the 
world to protect people there will be to have a very high attenuation 
factor, say 1 over 5,000. 

As far as we know they will die at about 600 roentgens of radio- 
activity. Some might start dying at a lower figure than that. 

If you step inside an ordinary house you cut radio activity in half, 
but 1f you had 2,000 roentgens of radioactivity outside and you step 
into a house and cut it to 1,000 you would still be exposed to the point 
where you would die. 

Senator ELtenper. Have you any evidence to indicate how long 
radioactivity remains in the locality of a bomb after it is exploded ? 


SOURCE OF INFORMATION 


Mr. Pererson. As you know, Senator, all of the information we 
have in this field either comes from the Hiroshima or Nagasaki ex- 
periences or from the explosions in the Pacific or in the Nevada area. 

Now, on the basis of such information as we have, although there 
is much more to be learned in this field as I understand from the 
scientists, it is pretty well known that you may have areas following 
a heavy attack on the United States, by that I mean hundreds of 
weapons, where the radioactivity will be so intense that re-entry to 
a city will be denied for a long period, a period running into years. 

Senator Evtenper. What will be the good of building shelters 
there under such conditions?) Would the people remain underground 
until such a time as it evaporates ? 

Mr. Pererson. They would have to remain until the levels outside 
were low enough for them to be moved away from the area. 

Senator Exitenper. Then you would have to provide food, you 
would have to provide water, fresh air, and what have you? 

Mr. Pererson. Yes, and it becomes extremely expensive. 

Senator ELtenper. Now, Mr. Peterson, I have been listening to 
you here on this committee for the past 8 or 10 years. 

Mr. Pererson. Senator, I used to deal with you on a more pleasant 
subject. That was contro] of the Missouri River and Mississippi 
River. You have been hearing from me for 8 years, but only 4 on this 
difficult subject. I think this is the fifth time, sir. 

Senator ELLENDER. Suppose the plans that you first suggested to 
this committee had been put into effect. I recall much money would 
have been spent to little advantage. Am I not right on that? 

Mr. Perrrson. No; that is not correct, sir. 

Senator KuLenper. Well, you provided for shelters that when the 
hydrogen bomb was not even in the offing then, it was far removed. 
There was no telling how long it would be before we would have it 
and as active contender against the A-bomb. 

Mr. Pererson. I might answer you very quickly this way, Senator: 
My predecessor, Millard Caldwell, former Governor of Florida, and 
a distinguished Member of the lower House for 10 years, in the 2 years 
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that he headed this agency did ask in 3 different budgets for an ap- 
propriation of money to start building shelters. The Congress did 
not grant that. 

I have never asked for money to build public shelters, rather I have 
placed reliance upon evacuation. 

Senator Exiienper. I want to correct the record. I thought you 
had this work since its inception. 

Mr. Pererson. No; I have not. 

Senator ExLLenper. I recall the suggestions made that, if carried 
out, would have cost millions of dollars and you would have to build 
them all over again. 

Senator Maenuson. We are dealing here with a $2 million item 
which will be the planning. I am sure that Congress is not in an 
mood to appropriate money for actual building of shelters. But 
think we probably should give serious consideration to you people 
encouraging the average householder and industry itself, to provide 
and initiate a shelter program by themselves and for the individual 
homeowner that could come through FHA or new construction. 

But if you pointed up to them, showed them the necessity of it, 
how it can be done, there may be a lot of individual citizens that would 
do so. 

This $2 million is to carry on that type of program, planning 
and so forth. 

Mr. Prererson. That is right, shelter planning and research. 


FHA LOANS FOR SHELTERS 


Senator Macnuson. I think very few people in the United States 
understand they could make application for FHA loans for improve- 
ments and repairs on their house that would include a shelter. I 
do not think they are conscious of that at all. 

Mr. Pererson. I might respond to Senator Ellender’s question 
which 1 interpreted to be a broader question and say this, Senator, 
that the amount of money that we have spent in civil defense since 
this agency has been in organization, is, of course, infinitesimal com- 
pared to the amount of money we spend in the military field and many 
other fields in the United States, and when you bear in mind that 
this is an avenue that offers opportunity for the people to be alive 
following an attack, I would say we have not started to spend or given 
enough seriousness to the problem at all, granting that these prob- 
lems are extremely difficult. 


COOPERATION OF ODM 


Senator Magnuson. We understand from ODM that there is co- 
operation there and they are thinking in terms of a shelter program, 
too, as a matter of administrative policy. 

Mr. Prererson. Yes. Of course, a shelter program is our respon- 
sibility, but we work very closely with ODM. 

Senator Maenuson. You are a member of the Security Council, too? 

Mr. Peterson. I sit in the Security Council meetings by invitation 
of the President. 

Senator Magnuson. That is right; you attend them all? 

Mr. Pererson. I am not a member by statute. 
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Senator Magnuson. ODM is a member by law. 

Mr. Pererson. That is correct. 

Now, I don’t know what the determination will be on this gigantic 
shelter program that is now under consideration, but I just report 
that it is under active consideration. 


COMMUNICATIONS PROBLEM 


Senator Maenvuson. It would seem to me that you have a very 
important role in it and that you have to do some of these things, at 
least so that the people can be informed. Now, go back to the com- 
munication thing again. T was thinking the American people ought 
to know. If something happened right now, as you say in most 
urban centers the sirens would blow and then other things be done 
according to your plans, but who has the authority? 

Supposing the sirens blew and somebody got on the phone and 
told us we should immediately go here or go there or do this or do 
that? By what authority would he tell us that? 

Mr. Perrerson. The authority is vested in law. Every State has 
a civil-defense organization and the authority has been vested in 
that organization by the State legislature. 

At the Federal level it is by act of Congress, Public Law 920. 

In Washington it would be under the broad supervision of the 
Congress. 

Senator Maanuson. I suppose in lots of cases the orders would 
come from the local authorities such as the police department, the 
fire department, and other local people clothed with authority. 

Mr. Prrerson. Yes, as they share authority from the mayor or 
from the government through the regularly constituted channels. 


EVACUATION PLANS 


Senator Maanuson. Now, your evacuation plans. Last year you 
mentioned them to us in a general way. Has there been any change 
in the type of plans that you have in in cooperation with urban centers 
and States in the problem of evacuation? 

Mr. Prrerson. Only in this way, Mr. Chairman; today there are 
no shelters in America, so we cannot take the people to shelter. 

Senator Macnvuson. I was thinking in terms of Seattle. I do not 
know where we would go in Seattle. 

You could take a rowboat and go out in the sound. 

Mr. Pererson. Most cities have evacuation plans at the present 
time and many of them have practiced these evacuation plans. 

Senator Maenuson. Did we not have a practice here a little while 
ago? 

Mr. Prrerson. We have never had one in the city of Washington. 
We have had one or two in the suburbs of the city of Washington. 

Senator Maenuson. Did you not have one where even the Presi- 
dent went into—— 

Mr. Peterson. That was a continuity of Government exercise, a 
a somewhat different type of exercise. 

I want to say this about the evacuation: When we developed the 
evacuation concept our job was to save your life against the results 
of explosion and fire. 
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Now, after we had been working on these plans for over a year or 
so, along came the knowledge of the threat of radioactivity fallout 
so that if we get you out of the city we have to save your life from the 
effects of radioactivity. FS Sg 

Now, that, plus the coming of the intercontinental ballistic missile 
is going to affect the usefulness of evacuation as a concept and is going 
to force you into reliance on shelters. That is the reason why we are 
considering so actively in the executive branch at the present time 
this tremendous shelter program I mentioned to you earlier. 


MOUNTAIN REFUGES NEAR SEATTLE 


Senator Magnuson. Let us go back again and say an urban center 
like Seattle with mountains very close behind, you would probably 
advise those local authorities to be considering the use of those moun- 
tains in some cases where—for evacuation, would you not? 

Mr. Pererson. I certainly would, particularly if there are aban- 
doned mines or caves up in that area because they offer the best pro- 
tection against radioactivity. 

Senator Maenuson. Because there would be no place else for them 
to go except to take to the water. 

Mr. Pererson. That is correct. 

Senator Magnuson. But that would not help you on fallout? 

Mr. Pererson. It might in your particular case if you had enough 
boats to get out on the water? 

Senator Macnuson. Everybody has a boat out there. 

Mr. Pererson. The prevailing winds are usually from the west to 
the east. There are exceptions and anyone who could get west of the 
target area might get away from the effects of radioactivity. 


SAFETY FROM FALLOUT 


Senator E.tenper. Would you be protected from the fallout if you 
remained in a cave? 

Mr. Pererson. That is correct. 

Senator ELLENpER. So under your plan it would be necessary in 
addition to providing shelter that you provide it with water, with 
food, and communications, and things like that ? 

Senator Magnuson. They have a communications plan. That works 
in conjunction with the military underground communications which 
they are rapidly developing; are they not? 

Mr. Pererson. That is right. 

Senator Ellender raises a most interesting point here, that I might 
comment on briefly. 

You may wonder why there are different estimates as to the cost of 
building shelters. You are putting your finger on it. The first cost 
is the strength to which you are building it. Are you including the 
cost of the land? Are you providing for stockpiling of food in the 
shelters, water, sanitary facilities, heat, air conditioning, communica- 
tions, medical supphes and bedding, things of that nature? 

Some people that make estimates do not include all those things. 

Senator Magnuson. I think this program—you have to do a better 
salesmanship job to the American people to alert them. I think you 
have done the best you know how, but you have to have some money 
todo that. You can’t do it with nothing. , 
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You might be interested, Governor, here is a letter from Fairbanks, 
Alaska, to Senator Hayden, and myself. He wants Congress to pro- 
vide funds for bombproof shelter in Fairbanks and Anchorage. I 
can understand your concern in those two places. 

He says: 

Civil defense is jamming up the radio with talk, talk, talk, but nothing 
happens. 

Mr. Pererson. I think there is a good deal of truth in that. 

Senator Magnuson. We do hear a lot of these things over the radio. 
I think the radio-television people are cooperative, are they not, in 

utting your message out? You get a lot of free time, but everybody 
istens to it and then they think, oh well, it is not going to happen. 
It will not happen to me. 

Mr. Pererson. Mr. Chairman, some people don’t realize the serious- 
ness of the problem while other people would like to hire someone 
else to protect them. Still other people think the thing is so hopeless 
you cannot do anything about it. It is true that there has been way too 
much talk in this field, and not enough action, on the part of govern- 
ment at any level in the country. 

Senator Magnuson. Mr. Peterson, if we could suspend here just a 
minute and then you come back in for about 15 or 20 minutes. We 
have the National Science Foundation here who want to explain some 
things to us, including that satellite there. 

The press is vitally interested. I told them we would get at it at 
11 o’clock. 

Then we will come right back to you. 

Mr. Peterson. I am very glad to step aside for them, Mr. Chairman. 

Senator Maenuson. It might be educational. Maybe we will all 
have to go up in one of these things. 

Mr. Pererson. If you could get them to devote some of their abili- 
ties to helping us solve this problem rather than compounding it, I 
would be very happy. 

Senator Macnuson. Yes; I think so. 

Mr. Pererson. Thank you. 

(A short recess was taken.) 


SURVEYS, PLANS, AND RESEARCH 


Senator Magnuson. So that in the $8 million that you are asking to 
be restored is included this planning for the shelters; is that correct? 
Or is that in another item? 

Mr. Peterson. That is in another item. 

Senator Maenuson. Is that surveys, plans, and research ? 

Mr. Pererson. That is correct. We asked for $6,700,000 in that 
item, and we are asking for restoration of $4.7 million. 

Senator Macnuson. That is $4,700,000; is that correct? 

Mr. Peterson. That is right. 

Mr. Srarr. That is restoration, sir, for a total of $6.7 million. 

Senator Magnuson. That is still under what the Bureau of the 
Budget gave you? Is it not? 

Mr. Pererson. That is correct. 

Senator Maenuson. And that item is included in that amount? 

Mr. Pererson. Yes. 
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Senator Maenuson. That activity would be cut out if the House 
figure stood, is that correct, or it would at least be curtailed ? 

Mr. Pererson. The only thing that would stand would be $2 million 
to conduct the shelter research program. They have knocked out the 
rest of the research program. 

Senator Macnuson. What other plans would be knocked out if 
the item would be restored ? 

Mr. Peterson. I am going to submit a statement for the record here, 
with your permission, Mr. Chairman. 

Senator Macnuson. All right. 

Mr. Peterson. In this item is money in the following fields: Warn- 
ing and communications research, radiological defense research, fire 
research, medical research, information and education research, bac- 
teriological and chemical warfare research, and some research in the 
human relations or psychological field. 

Senator ELLenner. Are you speaking there for the entire amount 
you are asking to be restored ? 

Mr. Prrterson. Yes. 

Senator ELLENpFR. Would that be $8 million ? 

Mr. Peterson. $6,700,000 was the total amount we requested, and 
the House committee gave us $2 million. That $2 million would 
simply cover the research we want to do in the field of shelter. 

Senator ELLeNpER. Would you also cover what would happen if we 
did not restore the $8 million cut from the first item of operations? 
Or have you already done that? 

Mr. Peterson. Yes, I have. 

Senator Macnuson. That is already in the record. 

Mr. Peterson. Now we were discussing the surveys, plans and re- 
search portions of the program. 

I would just like to say one thing, Mr. Chairman, very quickly and 
as good naturedly as I can. This country and all the countries in the 
world spend millions of dollars—and I assume that goes into the 
hundreds of millions of dollars—to develop instruments of destruc- 
tion, to bring death and destruction to mankind. We are asking here 
for the comparatively infinitesimal], sum of money of $6,700,000 to try 
to do research work to find ways of protecting people in this era of 
insanity in which we live. 

I would suggest that it is a minimal sum of money and a sum of 
money that it seems to me no one in good conscience could deny to 
us in attempting to reach the objective which is ours if there is any 
balance in the world at all. 


PREPARED STATEMENT 


Senator Macnuson. You can place into the record the information 
on the programs there that you are speaking of, under “Surveys, 
plans, and research.” 

Mr. Pererson. Yes, sir. 
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(The information referred to follows :) 


Requested restoration for research 


Attack warning and communications___._-_...----.-.-.----------- $750, 000 
Pamenc -nssesement and reporting... —..—— +. nee sthee re nanson 1, 000, 000 
<0 a initrd comme ienpeasmageginoed 1, 400, 000 
Shelter design and laboratory testing.__.____.___-__--_-------------- 300, 000 
UNL eptect cares Gece eects co die anno teen sips cose eee DES PIO SS 250, 000 
Pines cli not iesisieig e diwedise ostinato 350, 000 
Civil defense advisory committees... 2. 005008 4- shh nae osnene 50, 000 
Olndl Gefense educational researen. .....8<. oss sip enn einen nee poe 200, 000 
RTI AMREIRL” NORIIN TON acco energie eran ee aeeeroat teas 300, 000 
Human behavior under stress conditions______.____._--_-_-__-_----- 100, 000 

0 SE ey eps SS PEN ECS a Mee ee ee ee ee a 4, 700, 000 


SALARIES AND EXPENSES, CIVIL DEFENSE FUNCTIONS OF FEDERAL AGENCIES 


Senator Magnuson. Now let us proceed to the next item. In 
salaries for these delegated functions you ask for a restoration of 
$6,300,000. It is a minus $4 million over your 1957 appropriation 
and a minus $6 million—$6,300,000 over the budget estimate. That 
includes again, of course, $190,000, that is a fixed charge. 

What is your present employment total? 

Mr. Prererson. Mr. Chairman, you are getting into another pro- 
gram, if I may just mention it here . You will recall that last year 
we faced this same situation. This sum of money covers what we 
call our delegations program, where we delegate responsibilities to 
other elements of the Federal establishment with the authority of 
the President. For example, we make delegations to the Department 
of Health, Education, and Welfare. 

Senator Magnuson. Do you mean that these are people sent down 
there to go to work? 

Mr. Prrerson. These are people employed in these departments to 
do the civil defense job. 

Senator Magnuson. And you have to reimburse them ? 

Mr. Peterson. That is right. 

This $6,300,000 covers that program. 

Now here is a letter from the Department of Health, Education, 
and Welfare, which indicates what will happen to that program if 
there is not a restoration of the money we requested, and I would 
like to submit that for the record. 

Senator Macnuson. That may be placed in the record at this point. 

(The letter referred to follows :) 





THE SECRETARY OF HEALTH, EpUCATION, AND WELFARE, 
Washington, D. C., April 2, 1957. 
Hon. VAL PETERSON, 
Administrator, Federal Civil Defense Administration, 
Battle Creek, Mich. 


DEAR GOVERNOR PeTERSON: It is my understanding that you will appeal to 
the Senate Appropriations Committee tomorrow for a full restoration of 1958 
funds for the civil defense functions of Federal agencies, as contained in the 
President’s budget. 

This Department was the first to receive a delegation and for 3 years we have 
devoted our untiring efforts to making this program effective. The results have 
more than repaid these efforts. Through the delegation program, too, the State 
and local agencies with which we normally work have gained an improved 
civil defense readiness. 
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If this program were to be discontinued, a valuable investment would be lost. 
The effects of such action, as we see them, are summarized in the attached 
statement. 

Sincerely, 


JoHNn A. PERKINS, Acting Secretary. 
STATEMENT 


From the standpoint of the Department of Health, Education, and Welfare, 
the following extremely unfortunate effects can be anticipated in fiscal year 
1958 if no appropriated funds are available under the delegation program, as 
authorized and encouraged by the Federal Civil Defense Act. 

1. The Department would be required to suspend all activity under its dele- 
gated functions. This includes: 

(a) The work of 221 employees. 

(b) Civil-defense training and research projects in the Food and Drug 
Administration vital to the national health and safety in an emergency. 

(c) Research and developmental activity of the Office of Education with 
the schools in teaching civil-defense skills and knowledge of the funda- 
mentals of behavior during emergencies. Through this means there is the 
potentiality for directly reaching nearly one-fourth of the Nation’s popu- 
lation. 

(d@) Planning and procedural development with the State welfare agen- 
cies on emergency financial and clothing assistance for those in need as the 
result of attack. (Forty-three State agreements would be suspended.) 

(e) Ten projects in the Public Health Service, including BW and CW 
research, research in water-supply protection, recruitment of the commis- 
sioned reserve corps to serve in emergencies, and civil-defense training and 
consultative service to State health departments. 

(f) Responsibility for discovering and channeling Government surplus 
property to State civil-defense organizations. 

2. The State health, welfare, education, and food and drug agencies, with 
which a close civil-defense counterpart relationship has developed during the 
past 3 years, would rapidly lose interest. 

3. The built-in concept of civil defense as distinguished from the concept of 
a standby organization—that is to say, the full utilization of existing agencies 
at relatively small cost—would suffer a serious setback from which a later 
recovery would be difficult, if not impossible. 

4. The ability of DHEW to participate in the forthcoming governmentwide 
test exercise, Operation Alert, would be seriously impaired. 

In conclusion, the failure to provide delegate-agency funds would throw the 
Department of Health, Education, and Welfare back to the situation which 
existed in the years 1951-54, a situation in which the Department was desirous 
of contributing to the civil-defense effort, but did not have the resources to do so. 
The failure of this item would result further in abandoning vital health research 
and planning and other related projects whose sole purpose and justification is 
civil-defense preparedness. 

An even more tragic result would occur in the States, particularly among 
State and local health, welfare, education, and food and drug officials. Here, 
DHEW has taken initiative and has succeeded in developing civil-defense inter- 
est, coupled with awareness of responsibility and definitive planning, based 
largely upon a program of positive leadership during the past 3 years, and 
backed by the knowledge that specific funds had been made available by the 
Congress for research, planning, and training projects. 

Federal-State teamwork is the minimum essential for acceptance of the par- 
ticular civil-defense assignments with which the Department has been charged. 
It would be most unfortunate if the State counterpart agencies for health and 
welfare were again to lapse back into apathy based upon the belief that the 
Department, which is now giving effective leadership to this program, could no 
longer continue its efforts, utilizing normal Federal-State channels. 


COORDINATION WITH GOVERNMENT AGENCIES 


Mr. Pererson. I consider this to be one of the most important 
programs that we carry on, because here what we are trying to do is 
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to harness the everyday activities of the departments of the Govern- 
ment in the field in which they are specialists and into the operation of 
civil defense. In other words, we are trying to get them, as they do 
their routine work, to plan in the civil-defense field, to make the appli- 
cations between their normal activities and the civil-defense activity. 
I think in that way we get more for the dollar that is spent here, and 
this has more potential than any other program that we have in civil 
defense at the present time. 

Last year I made this same plea to your committee. You restored 
the item and the House went along with it. The House has again 
eliminated the item. Again I appeal to you, with all the energy at my 
command, that this be reinstituted, because in the executive branch of 
the Government we are now beginning to do a good job of coordinating 
the entire Government and applying the abilities and the equipment 
of the Government to this difficult problem. 

Senator Macnuson. Do the reimbursable items constitute the main 
portion of the $6 million? Dothey include some people in your organ- 
ization working directly for civil defense ? 


COOPERATION WITH DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Mr. Pererson. No. This goes to pay for people and equipment and 
travel in these agencies exclusively. For instance, the Department of 
Health, Education, and Welfare, I think, has 221 people that work in 
this field, and they are requesting this year $3.350,000. Now, these 
people would work with the health problems that result from this, 
the matter of food and drugs; they work with the problem of radio- 
activity. In other words, they deal with all of America through the 
regular State and city health departments to help us meet the problems 
that would result if we should have an attack upon the United States. 

Senator Magnuson. So that these people, then, if this item was not 
restored, would be Jet out of the other departments; is that it? 

Mr. Pererson. They would be let out. More important than that, 
this activity, which is now being stimulated by the Federal Govern- 
ment at the State and local level, would probably wither on the vine 
and die, and an already feeble effort will be done. 

Senator ELttenpver. Are those your employees you are referring to 
now ? 

Mr. Pererson. No; they are not mine; they are the employees of 
these departments. 

Senator Macnuson. They are working on the civil-defense program, 
but the civil defense has to reimburse them. 

Senator Eiienper. I understand. 

Mr. Perrrson. We requested $6 300,000. The item was eliminated. 

Senator Maenuson. Was it eliminated entirely ? 

Mr. Pererson. Yes. And we are asking for the restoration, just as 
we did last year. 

DISASTER-RELIEF PROGRAM 


MESSAGE FROM THE PRESIDENT 


Senator Magnuson. On the disaster-relief program, we will place 
into the record a message from the President of the United States 
giving a report on such activity. 
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MESSAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING A REPORT 
oF AcTIvITy UNpbER AUTHORITY OF PUBLIC LAW 875, 81sT CONGRESS, AS 
AMENDED, AND REQUESTED By SECTION 8 of SucH LAW 


To the Congress of the United States: 


I have the honor to transmit herewith a report of activity under authority of 
Public Law 875, 81st Congress, as amended, and required by section 8 of such 
law. 

Funds which have been appropriated to accomplish the Federal assistance 
determined eligible under this authority are specifically appropriated to the 
President for purposes of disaster relief. 


DwiGHr D. EISENHOWER. 
THE WHITE House, March 28, 1957. 





On January 16, 1953, Executive Order 10427 placed in the Federal Civil 
Defense Administrator the responsibility for administering the Federal Disaster 
Act (Public Law 875, 81st Cong.), which provides for Federal assistance to 
States and local governments to supplement their efforts in alleviating suffering 
and damage resulting from ‘major disasters.” 

Since my last report to you “major disasters’ have affected 32 States, the 
Territories of Alaska and Hawaii, and the Commonwealth of Puerto Rico. 

The Federal Civil Defense Administration, in discharging its responsibility 
from the beginning of fiscal year 1955 through December 31, 1956, has admin- 
istered disaster projects in 53 areas declared “major disasters” within the pur- 
view of the law. 

The net amount of Federal funds allocated for such projects was $35,447,809.35. 
However, these figures represent only a part of the Federal contribution to areas 
affected by “major disasters.” 

Monetary assistance to the affected areas covered costs of rescue operations, 
clearance of debris and wreckage, protective work, emergency repair and tem- 
porary replacement of public facilities, utilization and distribution of resources 
of the Federal Government, such as use of heavy equipment suitable for disaster 
operations, services of Federal employees, and other types of assistance. Addi- 
tional costs were incurred and funds were expended by other Federal agencies 
under statutory authority vested therein. In addition, amounts have been 
allocated to the Department of Agriculture to assist in carrying out the Gov- 
ernment’s programs of drought relief. All such allocations have been made 
subject to reimbursement when additional funds become available to the Depart- 
ment. 

There is attached a list of States in which “major disasters” have been de- 
clared from June 30, 1954, through December 31, 1956, including the type of 
disaster and the amount of the net allocation. 
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STATUS OF DISASTER RELIEF FuNDs, As OF Dec. 31, 1956 


APPROPRIATION 11X0039.—Disaster relief, Executive Office of the President (since 
inception of fund, Aug. 31, 1951) 


Total appropriation by Congress__.___-_.....-..--..----..-_~- $90, 300, 000. 00 
Allocations: 
To Housing and Home Finance Agency. $35, 694, 704. 00 








Metumed.4 sistiseudiiedawceusydiiwawd 6, 138, 403. 10 
Pik sokn tame che tare pice a ek iene 29, 556, 300. 90 
Pi AOC ORO is iti iunies insted adic Lees 28, 839, 400. 00 
ONO 6h oe Sin det o hele® 21, 939, 400. 00 
a a Bala cass Sn sages he 6, 900, 000. 00 
To Oorpe oF Miigineers.._- 2... 5.2... 5, 186, 864. 00 
To Federal Civil Defense Adminis- 
pete. Uh eos etl Si) ov i' 42, 616, 638. 27 
Geena) au ea JOS CU 2, 760, 157. 26 
Meta lit. gi soil seas ies 39, 856, 481. 01 








Titel steel talipeatione.c 2622 tele a 81, 499, 645. 91 


Balance available as of Dec. 31, 1956___._.._.-__--_-_ 8, 800, 354. 09 


APPROPRIATION 39—11X0039.—Disaster relief, Executive Office of the President, 
allocations to FCDA 
Net allocations: 
For disaster relief to States, prior July 1, 


i aes as chance rn & cae ice imbgeeiaie $3, 516, 164. 68 
For disaster relief to States, from July 1, 
es erg nent nore 35, 447, 809. 35 
For administrative expenses________--__-_-_- 892, 506. 98 
I Sees IO as cons ph Sree: Cen cepa nn hein ne Sethe $39, 856, 481. 01 
Administrative expenses : 
a eee eee es aan $664, 494. 58 
SN “EIN Sh re 79, 362. 16 
ON a eae 7438, 856. 74 
PORE TEE DOSNT OL MINICINC eee eae enen = 60, 445. 38 
Unnneved saunmmtracive fTaNus... oe 88, 204. 86 


892, 506. 98 





Florida.___ 
Idaho____.. 


Louisiana. 
Maine. 
Massachusetts 


as 
Michigan __ 
Nevada... 
Sad 56 
Dai ss 
New Jersey. . 
New Mexico. 


North Carolina___. 
ee 
Dees! 

i —e : 

Oklahoma.._____ 
o_._. 

Oregon. . 


_ ee 
Rhode Island__ 
Do___.. 
South Carolina. __- 
South Dakota. ___- 
Texas__ a 
Washington _ - 
West Virginia______ 
Alaska___ 


Corps of Engineers: 

Colorado.___- 

Connecticut... __- ts 
Bureau of Reclamation: Nevada__- 


Transfer to other Government agencies__ __ 


Total. 





METHOD OF FINANCING PROGRAM 


Flood _. 
shis>- a 
Y “eae 
Tornado. ._- 
| 
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Type 


Hurricane___ 
| Hurricane and flood__.___.__ 


Hurricane... __..-- 


ee. ‘ 2g 
Hurricane and flood___ 
Tornado. __- 
Earth quake__- 
Flood. 3 

aN in 

-do.___- ae 
Hurricane and flood ____. 
Flood. 

Gas ist. 
Hurricane... ; 
Hurricane and flood__. 
Flood ___ 
Hurricane... ___. 

.do. 

Tornado 





coli deine piceabe de 
Flood and tornado __ 
‘Tornado... _- 
Flood... 
kia ie eee = 8 
Hurricane and flood ___ 
Flood a 


iis eat Rt 
| Hurrieane__. 
Hurricane and flood _- 
Hurricane__- i 





noe ty 
Hardship. .._- 

do___. 
Voleano___ 
Hurricane___ 


___| May 
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Disaster relief, Executive Office of the President, allocations, 
July 1, 1954, to Dec. 31, 1956 


Date declared | Net allocation 





| Dee. 23, 1955 $9, 500, 000. 00 
Dee. 29, 1956 iia ‘ 
25, 1955 57, 000. 00 
June 12, 1956 50, 000. 00 
Sept. 17, 1954 228, 546. 30 
Ang. 20,1955 656, 000. 00 
Oct. 22, 1953 113, 558. 94 
Apr. 21, 1956 600, 000. 00 
Oct. 26, 1954 125, 145. 75 
May 27, 1955 | 325, 000. 00 
Oct. 4, 1956 | 200, 000. 00 
Sept. 13, 1954 1, 003, 027. 47 
Sept. 2,1954 2, 500, 000. 00 
Aug. 20, 1955 1, 000, 000. 00 
Apr. 5, 1956 135, 000. 00 
July 14,1954 30, 000. 00 
June 21, 1955 200, 000. 00 
Dec. 24, 1955 370, 000. 00 
Aug. 31, 1956 30, 000. 00 
Aug. 20, 1954 100, 000. 00 
Oct. 13, 1954 50, 000. 00 
Aug. 15, 1955 118, 000. 00 
Oct. 7, 1954 300, 000. 00 
Aug. 22, 1955 500, 000. 00 
Mar. 29, 1956 50, 000. 00 
Oct. 17, 1954 1, 500, 000. 00 
Aug. 13, 1955 3, 200, 000. 00 
Apr. 24, 1956 200, 000. 00 
ay 17, 1956 1, 250, 000. 00 
June 1, 1955 210, 000. 00 
Apr. 17, 1956 65, 000. 00 
Dee. 29, 1955 1, 350, 090. 00 
July 20, 1956 126, 000. 00 
Aug. 20, 1955 1, 000, 000. 00 
Mar. 15, 1956 50, 000. 00 
May 21, 1956 100. 000. 00 
Aug. 9, 1956 300, 000. 00 
Sept. 2, 1954 1, 900, 000. 00 
Aug. 20, 1955 6, 208. 00 
Oct. 17,1954 750, 000. 00 
Aug. 20, 1955 400, 000. 00 
July 31,1954 33, 500. 09 
July 1, 1954 877, 493. 83 
Feb. 25, 1956 250, 000. 00 
Aug. 4, 1954 61, 500. 00 
Nov. 10, 1954 20, 000. 00 
Dec, 22, 1955 25, 000. 00 
Apr. 1, 1955 100, 600. 00 
Aug. 31, 1956 2, 500, 000. 00 
July 12, 1955 34, 030. 45 
May 25, 1955 118, 000. 00 
Aug. 30, 1955 334, 000. 00 
July 14, 1955 164, 344. 82 
dae amen 271, 453. 61 
wocee----s-----}| 35, 447,900.35 


Senator Macnuson. The House committee recommended $10. mil- 
hon for the disaster relief program, but I understand the President 


uses your agency to administer it. 


Mr. Pererson. That is correct. 
Senator Magnuson. Do they reimburse you? 


Mr. Pererson. No. 


Is my understanding correct ? 


The funds are actually handled by the Bureau 


of the Budget for the President but are disbursed on our recommen- 


dations. 


not ? 


Senator Macnvson. But they use some of your manpower, do they 
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Mr. Pererson. Yes. They reimburse us at the rate of 3 percent for 
administrative expenses, of the amount of moneys that we handle, 
which does not quite cover the cost, as far as we are concerned. 

But this program is very valuable to us because in effect it is a train- 
ing program for us. This gives us some real life exercises in peace- 
time. 

Senator Macnuson. Then you do have a responsibility there that is 
not included in your regular budget when you are called upon to dis- 
charge your functions? 

Mr. Pererson. That is right. It is one that we are very happy to 
carry, too. 

HOUSE REPORT 


Senator Maenuson. There seems to be some discrepancy here and 
perhaps I can clear it by reading from the House report : 


The committee has increased the operations program by $4,700,000 over this 
year, which includes 200 new jobs, and the Federal contributions program is 
continued at its current $17 million level. 


Mr. Srarr. Mr. Chairman, that is because of a transfer of the ware- 
housing item, which used to be carried under the operations appro- 
priation in the amount of $3 million. This year it is carried under the 
emergency supplies and equipment. 

Senator Macnuson. And did the House allow just the warehousing 
and maintenance? 

Mr. Srarr. Yes, sir. 

Senator Macnvuson. But Mr. Peterson says and even your people 
ye: that is a little skimpy, do you? 

r. Starr. Yes. 

Senator Macnuson. Perhaps I should not use the word “skimpy,” 
but that is not quite sufficient to do what you now have stockpiled; is 
that correct? 

Mr. Srarr. Yes. We need $4,025,000. 

Senator Magnuson. What was that figure again you say you need? 

Mr. Srarr. $4,025,000, for warehousing and maintenance. 

Senator Maenuson. That would come in in the emergency supplies 
and equipment, would it? 

Mr. Starr. Yes. 

Senator Macnuson. And that would be in addition to the $10,700,- 
000 you are asking, or would it be within it? 

Mr. Starr. Within it. 

Senator Maenuson. I have no further questions. 

Before you leave, Mr. Peterson, let me say that the Senate committee 
here, I am sure, expresses what the House expressed in their report on 
your services in the past. We are sorry to see you leave this important 
work. I will say you have been very cooperative with us and we 
appreciate it. 

Mr. Pererson. Thank you very much for your courtesy, Mr. 
Chairman. 

PREPARED STATEMENT 


May I submit the statement that I had prepared here for the record ¢ 
Senator Magnuson. We will place that into the record in full. 
Mr. Peterson. Thank you very much. 
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(The statement referred to follows:) 


STATEMENT BY VAL PETERSON, ADMINISTRATOR, FEDERAL Clvi~ DrereNnsE 
ADMINISTRATION 


Mr. Chairman and members of the subcommittee, the $130 million budget for 
this agency transmitted last January by the President represented our considered 
judgment on financing the next logical steps in civil defense development. We 
devoted months to weighing alternatives. The magnitude and compiexity of 
civil-defense problems are such that our ultimate objective—the development of a 
civil-defense system for national survival—can be achieved only by making cer- 
tain that each step we take in this development is sound and practical. In this 
age of new and rapidly developing weapons, there is no simple solution which 
will magically accomplish our civil defense preparedness. Step by step, however, 
we must move forward toward the ultimate. 

I have a high respect for the American legislative process. The elected repre- 
sentatives of the people must sift and weigh the many demands upon the na- 
tional economy and must decide which of these demands will make the greatest 
contribution to the public good. I consider it my duty as a Federal administra- 
tor to propose a course of action which in my judgment will provide the Nation 
with a sound civil defense program consistent with past progress and future 
need. 

The budget before you for consideration reflects my conclusions at this 
stage of civil-defense development. The Congress may take issue with these 
conclusions, for, after all, the rate of progress in this unprecedezited area of 
activity is essentially a matter of judgment. 

I have a duty to point out the disadvantages of retarding the civil-defense 
effort through deferring certain activities, as would be the case under the action 
of the House of Representatives with respect to the program of stockpiling 
emergency supplies and material. I realize fully that your committee, in its 
own wisdom, has the grave responsibility of deciding whether this program and 
others proposed in the $130 million budget shall continue at the rate which we 
think to be in the public interest. I must point out that sharp cuts in our appro- 
priation will inevitably be reflected in legislative halls throughout this country. 

I wish earnestly that I could state to you here and now that this Nation 
will never need the civil-defense precautions to be provided within the $130 
million budget. Barring that, I wish I could state precisely the exact month 
or day when this Nation would be in its greatest peril. This, of course, is 
not possible, but my staff and I have developed certain assumptions, and have 
based the budget request for 1958 upon these assumptions. If the national 
interest requires a different set of assumptions, then this is a determination 
extending beyond my jurisdiction. I must say that the $130 million budget 
represents our best planning effort, and I stand ready to support the programs 
which would be financed within this amount. 

And now, Mr. Chairman, I should like to address myself to the specific appro- 
priation requests for fiscal year 1958. This budget document contains requests 
for items which are within our existing statutory authority and does not in- 
clude any request related to legislative proposals for strengthening the civil 
defense program under consideration elsewhere in the Congress. By appropri- 
ation, these requests are broken down in this manner: 


Cp CRNA baie lie aia ik be enh ib has ett ere nw halen ns bin mittee Catan sg mtinenitmntchs $25, 000, 000 

Federal: contributlonas..2c5 i dice d ctiencnesit-aasisdnt essai 17, 000, 000 

Emergency supplies and equipment____----------~-------~.--.--. 75, 000, 000 

SUP VGyE,;. DEN, UE TOURE Cia css eit inetindinicecdene 6, 700, 000 

Civil defense functions of Federal agencies_...._...__-__---------~- 6, 300, 000 

"Ota ot a De a LU RE 6 ee 130, 000, 000 
OPERATIONS 


The budget request for this appropriation is $25 million. This request in- 
cludes $14,400,000 to carry forward, at the same level, the programs of the 
current fiscal year and $10,600,000 for expansion of present programs and for 
the addition of new programs. The major increases result from : 

(1) Strengthening the seven FCDA regional offices by approximately 39 posi- 
tions in each region ; 
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(2) Expansion projected for the civil defense education and training pro- 
grams, including an advanced civil-defense course and establishment of two 
training centers—one in the East and one in the West; 

(3) Making technical modifications to the communications facilities so that 
emergency messages may be transmitted faster and more reliably ; 

(4) Making preliminary engineering surveys of underground communications 
and operating facilities ; and 

(5) Increased depth in the technical staff. 


FEDERAL CONTRIBUTIONS 
The budget request of $17 million was approved in full in the House bill. 
EMERGENCY SUPPLIES AND EQUIPMENT 


The estimate for this appropriation is $75 million. The House removed the 
entire $70 million estimate for new procurement and further reduced by 
$1.700,000 the estimate for warehousing and maintenance of the stockpile. 

The proiected level of the emergency supplies and equipment stockpile and the 
rate at which that level should be attained is a matter of judgment. It is my 
opinion that this program should be continued even if other considerations 
require that it be on a limited basis. 

Should the program be continued on a limited basis, there are certain areas 
I would stress. First, I would urge that the blood and shock therapy program 
be continued at the requested amount of $9,700,000. This program provides for 
the stockpiling of such vital items as blood collecting equipment, blood derivatives, 
plasma volume expanders, and intravenous solutions, all used to treat casualities 
suffering from loss of blood and from shock. 

I would also have to emphasize that $4,300,000 is required for maintaining 
radiological instruments, administrative charges, packaging, transportation, and 
maintaining existing warehouses. 


SURVEYS, PLANS AND RESEARCH 


The estimate of $6,700,000 for research was designed to give us greater under- 
standing of weapons effects and to develop ways of protecting against them. 
The budget request proposes research into the following civil defense technical 
areas: 

Warning and communications 
Radiological defense 

Shelter 

Fire 

Medical 

Information and education 
Bacteriological and chemical warfare 
Human relations 

The House allowance of $2 million was intended to finance only the program 
for testing certain shelter types under nuclear explosions. All the remaining 
items requested in the estimate would have to be discarded. Our research pro- 
gram was drawn up in accordance with the recommendations of the Advisory 
Committee on Civil Defense of the National Research Council. It has been 
keyed into the research efforts of both Government and private research 
orencies and represents a further developmental effort for this stage of national 
civil defense progress. 


DELEGATIONS 


The Federal Civil Defense Act charges me with the responsibility of utilizing 
other establishments of Government so as not to duplicate efforts within the 
executive branch. I believe this reauest of $6,300,000 is a modest one in relation 
to the benefits to civil defense which are bound to result from the appropriate 
utilization of these Federal resources. 

Evidently the reason the House denied this appropriation was its feeling that 
agencies to which we have delegated these responsibilities can pay for them out 
of their own funds. T have been assured by all the delegate agencies that this 
program cannot be carried on without this apnropriation. Full comnliance with 
the delegations must he financed with supplemental funds appropriated specifically 
for the purnose. Therefore, I must urge that this appropriation request be 
restored in full so that this program of delegations can be carried on. 
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GENERAL RESTRICTIONS 


The House bill contains certain restrictions on the use of funds to be appro- 
priated. I addressed myself to these restrictions in my letter to you of March 
27, 1957, and I again urge that they be removed. 


SUMMARY 


Our appropriation request is aimed at providing the public, through Federal, 
State, and local governmental cooperation, a foundation upon which State civil- 
defense plans and actions can be based, considering the present stage of civil- 
defense technology. There is no doubt that in the future other advances in civil 
defense will be needed to counteract the destructive power of modern thermo- 
nuclear weapons. I want to stress that the budget before you is the minimum 
required for the orderly advance of the civil defense of this Nation. 

Thank you very much for giving me this opportunity to appear before you. 


NATIONAL SCIENCE FOUNDATION 


STATEMENTS OF ALAN T. WATERMAN, DIRECTOR; JAMES M. 
MITCHELL, ASSOCIATE DIRECTOR; JAMES B. ROBERTS, ASSIST- 
ANT TO THE COMPTROLLER; F. W. HAHNE, BUDGET EXAMINER; 
AND PAUL KRATZ, OFFICE FOR THE INTERNATIONAL GEOPHYSI- 
CAL YEAR 


LETTER TO SUBCOM MITTEE 


Senator Magnuson. Now we have the National Science Foundation. 

Dr. Waterman, we have here your letter which you sent to the 
committee. We will put the letter into the record in full. 

(The letter referred to follows :) 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR 
Washington, D. C., March 22, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill for 1958, 
United States Senate, Washington, D. C. 

My Dear SENATOR MAGNUSON: In reply to your letter of March 15, 1957, in 
connection with the Foundation’s appropriation for fiscal year 1957, the inde- 
pendent offices appropriation bill, 1958, as passed by the House, effected the 
following: 

Page 20: 

Line 16: Reduces funds to be appropriated to the Foundation from $65 
million to $40 million: 

Line 13: Establishes a limitation of $300 for purchase of newspapers and 
periodicals ; 

Line 12: Establishes a limitation of $150,000 for travel ; and, 

Line 10-11: Limits the amount authorized for compensation of con- 
snitants and other experts to a maximum of $50 per day. 


GENERAL EFFECTS OF PROPOSED REDUCTION (LINE 16) 


The estimate of $65 million included in the President’s budget contemplated 
i balanced program for the promotion of our scientific progress as a Nation. 
The effect of the House action in the major area of grants for support of basic 
research would be to permit support of only about 27 percent of meritorious 
basic research projects, which is substantially below the percentage we can sup- 
port in fiscal year 1957. 

Our national progress in science depends in the long run upon an adequate 
supply of skilled scientists; upon a strong national effort in support of the 
hasie research upon which industrial and military applications closely depend ; 
upon the availability of modern facilities and equipment for carrying on basic 
research and training of scientists in their use: and upon improved means for 
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making the results of scientific research available, so that new effort may be 
stimulated and unnecessary duplication of research eliminated. The reduction 
made by the House in total funds for the Foundation would have its major 
impact in the important program of basic research support, and to a lesser de- 
gree in programs for support of research facilities, training of scientific man- 
power, and dissemination of scientific information. 

The dollar volume of basic research applications submitted to the Founda- 
tion has continued to increase materially each year, giving tangible evidence 
of the fact that there is presently available a supply of scientific research man- 
power capable of carrying on worthwhile basic scientific research. The Foun- 
dation has always believed that in the national interest at least 50 percent to 
75 percent of the highly meritorious basic research projects it receives should 
be supported. The Foundation’s 1958 estimate contemplated support of only 
50 percent of the approximately $60 million worth of meritorious basic re- 
search projects anticipated to be received during the fiscal year. The funds 
which would be available for support of basie research in 1958 under provi- 
sions of the House bill would permit the Foundation to finance only 27 per- 
cent of the value of meritorious research projects, a considerably lower pro- 
portion than the 33 percent which can be supported this year. 

We estimate that we would be able to support about 700 fewer porjects than 
the 1,600 originally contemplated in the 1958 estimate, which would result in 
denying research training for about 800 potential scientists who would be em- 
ployed as graduate assistants on these projects. 

Insofar as other programs of the Foundation are concerned, the amount rec- 
ommended by the House would result in about a 25-percent reduction in the 
number of fellowships in science which we could award; would curtail pro- 
grams for motivating able students toward careers in science; would result in 
diminution of efforts to make the results of research more rapidly and readily 
available to scientists; and would limit the funds which we could apply to as- 
sisting universities to acquire modern equipment and facilities for the forward- 
ing of basic research. 


EFFECTS OF OTHER LIMITATIONS UPON ADMINISTRATION OF FOUNDATION PROGRAMS 
(LINES 10-11, 12, AND 13) 


The appropriation bill, as approved by the House, provides a limitation of 
$300 for the purchase of newspapers and periodicals in lieu of the $500 original- 
ly proposed. Funds for this purpose are used for securing newspaper clip- 
ping service relative to Foundation programs, and for subscriptions to non- 
scientific periodical publications. It is vital to sound program planning to have 
firsthand knowledge of public reaction to programs, such as institutes for 
teacher training, and there is no better or less expensive method of sampling 
such reaction than from editorial comments and news items appearing in pe- 
-rioticals and newspapers throughout the country. 

The House bill reduced our travel estimate by $60,000 from the amount pro- 
posed, or a reduction of 30 percent. Foundation travel funds are used for 
necessary travel of Foundation staff in connection with development and super- 
vision of programs; for travel of the National Science Board and divisional 
advisory committees to attend regularly-scheduled meetings; and for travel of 
others who perform advisory services in connection with Foundation research, 
training, research facilities, and exchange of scientific information programs. 
The House reduction could not be implemented without decreasing the effective- 
ness of staff contacts with the scientific community, and would have an addi- 
tional serious impact upon Foundation operations in that it would be necessary 
to curtail travel by consultants whose services are important to effective program 
development and operation. 

The House bill retains language limiting the maximum compensation which 
may be paid to consultants and other expert advisors to $50 per day. Deletion 
of this limitation was proposed by the Foundation to permit the occasional pay- 
ment of higher amounts to consultants of especially high caliber. We have in 
the past been required to retain consultants who are compensated by other 
Federal agencies at per diem rates of $75 or more, which has made it extremely 
embarrassing to the Foundation in securing and retaining the services of such 
individuals. As a matter of administrative practice, the Foundation generally 
pays its consultants at $40 per day rather than at the rate of $50 presently 
authorized: only 3 percent of consultants we presently employ are compen- 
sated at the maximum, with the balance receiving $40 per day or less. The 
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‘Foundation did not plan to change its basic policy for employment of consultants 
in the event deletion of the present limitations were to be approved. .The change 
was requested solely to permit a more appropriate level of compensation in 
the few isolated but important cases that occur each year. 

The Foundation is aware of the need for reducing Federal expenditures and 
of the generally undesirable impact of increased levels of expenditure upon the 
Nation’s economy. In weighing the problem, however, recognition should be 
given to the fact that funds appropriated for scientific research have a positive 
benefit upon the national economy and welfare in the long run. 

We would appreciate the opportunity to discuss these general considerations 
with you and your committee at your convenience. 

Sincerely yours, 
ALAN T. WATERMAN, Director. 


1958 BUDGET REQUEST 


Senator Maenuson. I understand you also have a statement we will 
be glad to hear from you, Mr. Waterman. But before we do that, I 
would like to place into the record some facts about your appropriation 

uest. 

Your appropriation for the present fiscal year was $40 million. 
The budget estimate for 1958 amounts to $65 million, or a plus of 
$25 million. Then you have that $127,000 which is a fixed charge, 
for retirement. The House recommended $40 million, or a minus $25 
million. In other words, the House just told you to get along with 
what you had this year. 

Dr. Waterman. That is right. 

Senator Magnuson. And you are asking for a restoration of the 
$25 million. 

Dr. Waterman. We would like to present to you what effects the 
cuts would have and to ask for your review of these cuts. 

I might mention, Mr. Chairman, that Dr. Bronk sends his regrets. 
He planned to be here this morning. But to fly down from New York 
was impossible, so he was unable to come. He is chairman of our 
board, you know. 

Also, Dr. Libby of the Atomic Energy Commission, would be glad 
to testify or submit a statement on behalf of this appropriation at 
the convenience of the committee. 


INTERNATIONAL GEOPHYSICAL YEAR-—EARTH SATELLITE 


Senator Magnuson. Before we proceed into your general discussion, 
sir, could you perhaps explain to the committee this satellite you have 
been working on, of which we have a model here? I understand it is 
part of the appropriation for the International Geophysical Year. 
You can stand right up there because a lot of people are interested 
in it. 

DESCRIPTION OF SATELLITE 

Dr. Waterman. I can stand up here so you can see and hear me. 

This is a life-sized model and it is approximately the same material 
and weight that would be used. However, in real life, the satellite 
would have attached to it the radio antennas which appear on this cut- 
away model. The size of the satellite is about 20 rt om in diameter, 
and it weighs about 21 pounds. 

The weight has to be very carefully considered. It must be made 
as light as possible because every pound that you add to the weight 
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increases the cost and the complications in the firing device and the 
launching device which takes it up to the altitude and the speed it 
needs to reach. 

In the cutaway model you see the radio antennas, which transmit 
the information to us on the ground from the satellite, when it is in 
its orbit around the earth. 

The weight of this is about 21 pounds, as I said, and the payload 
for equipment to perform the experiments and make the observations 
necessitates the strong reduction and miniaturization indicated sche- 
matically in this model by the different-colored layers here. 


METHOD OF LAUNCHING AND ORBIT OF SATELLITE 


The launching is done by a three-stage rocket. The rocket is about 
70 feet long and weighs about 11 tons, and it is in three stages. It 
looks like a long pencil, and approximately the lower two-thirds, the 
bigger part, is the first rocket. The takes the satellite up with the 
other two rockets attached, to a height of 30 or 40 miles, not too fast, 
because if it went too fast it would burn up in going through the air. 
It also inclines the rocket about 45° to get it started properly on the 
next course that it will take, and then the first-phase rocket drops 
away. By that time it is going 3,000 to 4,000 miles an hour. The 
second rocket then picks up and takes it out to a height, we hope, of 
around 200 miles or so, approximately the distance where we want the 
satellite to have its closest approach to the earth. It coasts up to 
that height above the earth and has the right direction. 

Then the third rocket, which is a smaller one, gives it the required 
speed to make it stay there. 

You can think of this last stage as taking place from the top of a 
very high mountain. An ordinary projectile would fall down to the 
earth thus [pointing]. If you make it go faster it would take longer 
to fall to the earth. If you make it go fast enough it tries to fall to 
the earth, but because the earth is round it never makes it, so it just 
keeps going round and round. It needs no propulsion to do this 
because once started with that speed it keeps falling but can never 
come closer to the earth. So it goes round and round as it is. 

We wish it to take an orbit which will be at an angle of about 30° 
to the Equator, to cover a little more of the earth. Regardless of 
the earth, it keeps that orbit in space. The earth of course, rotates 
under it and therefore we see it at different times in different places. 

Senator E,.tenper. How far from the earth would it be suspended ? 

Dr. Waterman. We hope the closest approach would be 200 miles, 
and then it might go as far away as 800 or even 1,500 miles in an 
elliptical orbit like a comet. 

Senator ELLenper. It would follow the course of the earth? 

Dr. WaterMAN. Yes; we would. 

It is much harder to do a precise circular orbit, you see, so we ex- 
pect it to come out with an elliptical one that will go quite far away 
and then come back closer. 

Senator Exritenper. To what rocket will this instrument be attached ? 

Dr. Waterman. Nothing at all. It is just by itself. 

Senator Ertenper. But it has to be connected to one of the rockets 
by which you are going to send it, has it not ? 

Dr. Waterman. It will be broken away from those. 
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Senator ELLenper. But until it does break away, it is attached to 
a rocket, is it not? 

Dr. Waterman. That is correct. 

Senator ELLenper. To which one of the rockets will it be attached # 

Dr. Waterman. The third one, the smallest one. 


PROTECTION FROM FRICTION 


Senator Exvienper. Is it protected from friction? 
Dr. WatTrerMAN. That is one think we want to find out. 


Senator ELLENpER. I mean in its course toward the place where you 
want to locate it. 


Dr.,WaTeRMAN. Yes, sir. 

There is a cone in the rocket which protects the satellite itself. 
Actually, the cone will reach a temperature, we e ees of about 
1,000° F., so it must be protected from that heat. Then that cone 
nose is blown off. 

Senator ExLLenper. Is the heat generated inside the cone? 

Dr. Waterman. The heat. is generated outside by friction of the air. 

Senator ELLeper. Will it not heat inside also? 

Dr. Waterman. We have to try to protect. it from that, you see, 
and then this cone is blown off laterally. 

Senator Eitenper. How is that done? 

Dr. Waterman. A common way is an explosive charge, 

Senator ELLenper. Is it regulated as to when you are going to 
e xplode it 

Dr. Warerman. Yes. The three stages have to be very carefully 
timed as to the final speed, position of the rocket, and then the speed 
it has at the very end. 

Senator EtLenper. How much time do you expect to expire from 
the time you fire until the satellite becomes stabilized 4 


FINAL SPEED OF SATELLITE 


Dr. WarrrMan. Only a few minutes. Its final speed is 18,000 miles 
an hour. 

Senator ELLenper. 18,000 miles an hour? 

Dr. Waterman. Approximately. 

Senator E.Lenper. And did you say you expect to put it only 200 
iniles above the earth? 

Dr. Waterman. At its closest approach. It would travel around 
the earth in an hour and a half. 

Senator Magnuson. It would be just sort of floating in a stream, 
is that it, like an air current? 

Dr. WarermMAN. We do not expect there to be much air. It is com- 
pletely alone, with almost no air at all, just going around by itself, 
like the moon. 

Senator Macnuson. Why would it keep going around ? 

Dr. WaterMAN. Because there is not aes to stop it. It is going 
that fast, and there is no air or anything in the way, so it keeps going 
that fast, without a motor. 

Senator Maanuson. It would bein a vacuum, would it? 

Dr. WaverMAn. Yes. 

Senator E..enprer. What makes it take that elliptical course? 
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Will it do that automatically just because the earth does it? 

Dr. Waterman. Let me give you figures. If we gave it very nearly 
5-miles-a-second speed at that altitude in the right direction, 1t would 
make a circular orbit. If we gave it 7 miles per second, it would go 
away from the earth and never return. So if the rocket pushes it a 
little too fast, then it goes outside a circular orbit further and comes 
back; it does not have enough speed to get away. It is easier to do 
that than a circular orbit, because then you have some margin to work 
in; it makes some kind of ellipse, and you do not care what. 


DURATION OF SATELLITE IN ITS ORBIT 


Senator ELtLtenper. How long do you expect that satellite to remain 
in its orbit above the earth ? 

Dr. WaterMAN. This depends on what we find about the density of 
the air that is there. If there is no air, it would go on indefinitely. 
We can make theoretical calculations, but we want to confirm those. 
It runs roughly this way: At 100 miles altitude it would only last a 
few hours and then spiral in and burn up. At 200 miles it would 
stav up in the order of a week, if I remember correctly, or a few weeks. 

Senator Ettenver. Assuming it stays up a week or a month, what- 
ever you have regulated, would it in the meantime be giving off the 
information that you expect ? 

Dr. Waterman. Yes, sir. If it were 300 miles, it would stay up 
longer than a year, according to our calculations. 

Senator EL,enper. How long would the instruments you have in 
the satellite be able to give you information as to temperatures—I pre- 
sume that is what one of the items are—and everything else ? 

Dr. Waterman. Yes; temperature, and so on. 

At the present time this has to depend on the life of a battery, and 
we expect to use a mercury battery, which is about as long lived as 
anything we have. That will last only 2 or 3 weeks. 

Senator Ertenper. After that, if it remains suspended you will not 
hear from it any more, is that correct ? 

Dr. Waterman. We will not hear from it any more. However, its 
behavior will be followed. 

Senator Exrtenper. You have devised a method of sending it up 
there, do you have anything to call it back? 

Dr. WaTeRMAN. When it gets tired, meets air resistance or any other 
complications, it will spiral in. It is going so fast that when it hits 
the atmosphere, it will burn out, vaporize. That is what a shooting 
star does. 

Senator ELLeNnDER. Do you mean on its way to earth? 

Dr. WATERMAN, Yes. 

Senator Exuenper. If it does start coming to the earth, it will float 
around then, like a meteor, will it ? 

Dr. WATERMAN. Yes; until it hits the dense air. Then it burns up, 
you will just see a flash of light. While in orbit it will be so small 
that it will be very hard to see, and only people with very good eyes 
can see it under good conditions. 


VISIBILITY OF SATELLITE 


Senator Maanvson. Do you mean to say that a person could see 200 
miles? 
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Dr. Waterman. Yes. The time it could be seen would be just before 
sunrise; when the sun is on it and the earth is dark, like the moon, or 
after sunset. 

Senator Maenuson. Is it made of aluminum? 

Dr. WatermMAN. Magnesium. 

Senator Magnuson. So that what you would see would be the re- 
flection of the sun on it, is that correct’? 

Dr. Warerman. Yes. It could be seen with high-powered field 
glasses. 

Senator ELLENpER. Is magnesium the metal you are going to use? 

Dr. Waterman. Magnesium metal, yes, with suitable coatings to 
protect it from the heat and so on. 

Actually, its orbit is a very important thing to determine accurately 
because that will tell us how dense the air is, you see, by the way it 
spirals in. 

Senator Ex,enper. Of course, I am no scientist, but I am just won- 
dering about this; if there is no air to guide it or move it or to do 
anything with it, how is it going to take that elliptical course that you 
expect it to take ? 

Dr. WatrerMAN. By the pull of gravity of the earth. 

Senator Excenper. You could explain that, but I might not under- 
stand it anyhow. 

Dr. Waterman. It isthe pull of gravity. The earth attracts it, and 
having the speed that it does, it goes around and around exactly like 
the moon. That is what the moon has been doing all these years. 
The moon has no rocket motor; it keeps on going. 

Senator ELLENpeER. It is the same thing with the sun, is it not? 

Dr. WATERMAN. We go around the sun. 

Senator ELLeNpDER. But it moves, too, does it not? 

Dr. WATERMAN. Yes, it does. 


OBSERVATIONS TO BE MADE BY THE SATELLITE 


Senator Macnuson. What are we going to hear from this fellow, 
the satellite? 

Dr. Waterman. A number of things. We hope that several satel- 
lites can be sent up successfully, so that more experimental observa- 
tions can be made. 

First of all, we want to measure the ultraviolet light from the sun. 
The ultraviolet light we are especially interested in will tell us a great 
deal about the sun and its atmosphere. That does not get through our 
atmosphere. It charges up the atmosphere electrically, but it does 
not come through. 

Senator Macnuson. How will this light get through the coating 
on the satellite ? 

Dr. WATERMAN. We have a little window for that, and this light 
can come through and be recorded on a photoelectric cell. Since this 
is recorded, it can be transmitted by radio. 


DENSITY OF AIR RESISTANCE 


Senator Magnuson. How is the density of the atmosphere trans- 
mitted ? 
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Dr. WaTEeRMAN. The density of atmosphere we get from the course 
the satellite takes and the degree to which its course changes, 
of meeting air resistance. ; 

Senator Macnuson. Do you get that by watching it ? 

Dr. WATERMAN. By watching it. ; 

Another thing we want to determine is the strength of the cosmic 
rays and their composition up there; that is done by the usual kind 
of counter. It can be set up here [pointing] and recorded electrically. 

Senator Maenuson. And does that transmit the signals back to 

ou? 
’ Dr. WATERMAN. When we want it. yf 

Another quite important thing is the degree to which there may be 
cosmic dust or particles of dust of some kind. We are going to have 
a strip on the outside which, by its thickness, can be measured elec- 
trically, can tell us the de of erosion that might be caused by 
running into the fine particles of dust and wearing away. 

Senator E:ienver. Is that recorded by these instruments you have 
within ? 

Dr. WATERMAN. Yes. 

Another will be an impact counter in case the satellite runs into 
little particles, like little bullets, which beat a tattoo like rain drops 
on it. There will be a counter that will count the number of these 
that occur in a second. Thus we will know something about larger 
particles that it runs into. 

If there are bigger particles that run into the satellite and puncture 
it, we will know that by the change in pressure inside. 

Senator Eritenper. Will you know that by the destruction of the 
instrument you have in there? 

Dr. Waterman. That is an interesting point. This satellite goes 
about eight times as fast as a Springfield rifle bullet, so that anything 
it meets will act like a projectile going that fast. What that does 
precisely we are not quite sure. 

Senator ELtenper. When I was in college I was taught that what- 
ever goes up must come down. This is a change from that theory; is 
it not? 

Dr. WaTerRMAN. Yes. 


INTERNATIONAL ASPECTS OF SATELLITE PROGRAM 


Senator Macnuson. Mr. Waterman, this program is, of course, very 
interesting and is probably a little more dramatic than we have had. 
But Jet me ask: This is part of our participation in the International 
Geophvsical Year: is it not ? 

Dr. Waterman. Yes, sir. There are some 55 nations involved in 
the IGY program. 

Senator Macnuson. The information that we get from these satel- 
lites or whatever we send up will be proved for all other scientists of 
other nations to have; is that correct ? 

Dr. WATERMAN. Yes. 

Senator Magnuson. Are any other nations doing this particular 
type of thing? 

Dr. Waterman. The Russians have said that they would put one 
up too. But thev have not expanded on that; thev have not said when 
or where or what kind. 
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Senator Magnuson. It would be rather ironical, would it not, if 
our satellite and that of the Rusians would meet up there, if ours 
bumped into the Russian one up there ? 

Senator Eittenper. I have seen pictures of them. 

Senator Maanuson. Can you tell us if you have in mind a satellite 
that would be manned ? 

Dr. WaTERMAN. It is too early to say when or whether a satellite 
could be manned. The cost mounts enormously with the weight of 
ihe satellite itself. Not only that, but there is the technical feasibility 
of doing it at all, at the present stage of development. 


COST OF SATELLITE PROGRAM AND LAUNCHING SCHEDULE 


Senator Macnuson. How much is it going to cost us to send them 
up? 

Dr. Waterman. I do not know the exact figures. 

Senator ELtenpver. The money has already been provided for that 
satellite; has it not? 

Dr. Waterman. Yes. We know how much the satellite itself costs, 
and I believe the figure is something in the order of $1.5 million for the 
complete device. 

Senator ELienpver. The cost of sending it up is not included in this 
money you are asking for; is it? 

Dr. WaterMAN. No; not in the 1958 budget. 

Senator Macnuson. Last year we appropriated money for our par- 
ticipation in the International Geophysical Year. 

Senutee Evtenver. And that participation includes the cost of this 
project we are discussing here today and anything else connected with 
the participation ; does it? 

Dr. WaterMAN. Except for the development of the launching device 
and the logistics of firing which is the responsibility of the Department 
of Defense. 

Senator Magnuson. When are you going to launch it? 

Dr. WaTEeRMAN. The exact date has not been set. We hope to be 
on time. The Geophysical Year begins July 1 this year and runs for a 

ear and a half. We hope within several months at least after the 
ginning of the IGY. 


SELECTION OF DATE FOR THE IGY 


Senator Macnuson. Can you tell us why this year happens to be the 
Geophysical Year? We have had that testimony once already, but I 
have forgotten it. 

Dr. WATERMAN. This is 25 years from the International Polar Year 
of 1931-82, and this is a time when the sun is very active, with sunspots 
and thinks like that. That was why; because these observations mean a 
great deal more in order to learn the effect of sun-spot activity on such 
matters as radio communications. Radio and TV blackouts, due to 
what happens on the sun, are quite serious and we want to know more 
about this. In the polar regions the blackouts can last 24 or 36 hours. 


90699—57 17 
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LAUNCHING AN ORBIT OF SATELLITES 


Senator Magnuson. Does it make any difference as to from where it 
is launched, or is there some favorite spot ? 

Dr. Waterman. A favorable spot would be near the Equator. The 
earth is rotating, of course, and at the Equator is going around at a 
speed of about 1,000 miles an hour. If we launched it in the direction 
that the earth is going, we get a bonus of 1,000 miles an hour to begin 
with, so that launching it there gives a boost from the earth’s rotation. 

Senator Macnuson. Are you launching it from somewhere near the 
Equator ? 

Dr. WarrerMAN. Patrick Air Force Base in Florida. 

Senator ELLenper. Are you sending it to the Equator from there? 

Dr. Warerman. No. It will go at an angle of about 30° with the 
Equator to cover more of the earth; we can see it more. 

enator ELLENDER. Can you see the line that it will take? 

Dr. WarermMan. It will be off Florida a bit, and if we launch it as 
I said, it will go to a maximum of 30° north, and then go down 30° 
into the Southern Hemisphere. 

Senator EL:enper. I thought you would follow the line of the Equa- 
tor. 

Dr. WarrerMAN. No. It is sent off the Equator on purpose. 

Senator Maanuson. As I understand, it goes back and forth across 
the Equator. 

Dr. WaTEeRMAN. Yes. 

Senator Eitenper. I understand now. I thought you were going to 
follow the course of the Equator itself, that portion of the earth. 

Dr. Waterman. No. The satellite really pays no attention to the 
earth; it goes around in its orbit, and that stays just the same. It is 
the earth that rotates under it that makes us think it is traveling 
different paths. 

SATELLITE TRACKING 


Senator Macnuson. I suppose, Doctor, that a big astronomical 
telescope like they have at Mount Wilson could keep track of this all 
the time? 

Dr. Waterman. Except when it goes around to the dark side of the 
earth, of course. 

Senator Magnuson. They could see it on the other side once every 
day, could they not ? 

Dr. WarermMan. If there were no clouds. 

Senator Maenuson. Onaclear day they could pretty well keep track 
of it, could they not? 

Dr. WarerMAN. Yes. 

Actually, one of the important methods of observation is to track 
it by radio, have it emit a radio signal, you see, which can be picked 
up by three stations on the earth. Then you can triangulate on it, 
much the way a surveyor would do, by the difference in time it takes the 
signal to come to these three stations. Thus we can track it by radio 
whether or not we could see it. The visual method is much more ac- 
curate, and valuable because any distortions in the orbit will tell us a 
lot about the shane of the earth that we do not know. 

We do not really know the distribution of the mass of the earth very 
well, and we do not know about the bulge at the Equator as precisely 
as we want. 
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So if we could track very accurately, we will learn a lot about the 
distribution of the land and water on the earth and its shape that we 
do not know precisely. 


FACTORS AFFECTING SATELLITE ORBITING 


Senator Ext.tenper. Have you scientists made an estimate of the 
minimum amount of time you expect this mechanism to remain in the 
air and how long it may remain? 

Senator Magnuson. They do not know. 

Senator ELLenper. Have you made estimates? 

Dr. Warerman. Yes. We have done that for predetermined orbits, 
as I said, depending on whether you are 100, 200, or 300 miles up. 
we hope it will stay up at least a few weeks, maybe a few months. 

Senator ELLeNpER. Depending on where you suspend it? 

Dr. Waterman. Yes; and how much air there is there, which we 
do not know for sure. 

Senator Magnuson. Why would not the antennas stop it or change 
its course ¢ 

Dr. WarerMAN. There is no air there to deflect them. It is just like 
being in a vacuum, 

Senator Magnuson. So that would not make any difference then, 
would it? 

Dr. WaterMAN. No. 

Senator Magnuson. But the ball shape is much more advisable 
because—— 

Dr. WaterMAN. It is more compact and has more room to put 
things into. 

Senator Magnuson. It is because some particles could bounce off 
that a little easier than if it had flat surfaces? 

Dr. WATERMAN. Yes. 

Senator ELLenper. Dr. Waterman, will those antennas remain 
sticking out as the thing goes out into space? 

Dr. Waterman. They are collapsed on the way up, and then the 
mechanism pulls them out when the satellite is released. 

It is impressive to think about this, really. It is true modern 
exploration to go outside of the earth. 

t has a number of surprising aspects. For example, if you let a 
feather come out of a window in the satellite the feather would go 
along too; there would be no air to slow it up. So it would go around 
just like the satellite. If the satellite contained any objects that were 
not fastened inside, they would float around inside the sphere with 
no weight at all. 

Senator Maanvson. If you sent a human being up in one of those, 
he would just keep on floating around, would he? 

Dr. WatrerMAN. Yes. He would have no weight. 

Senator ELtenper. He would have to be suspended in the sphere 
though, would he not. 

Dr. WaterMAN. He would have to be fastened down, or he would 
get into trouble. 

Senator Magnuson. Might he not just go up into space? 

Dr. Waterman. He would be inside the sphere. 
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Senator Macnuson. I read something in the paper that someone 


predicted that maybe within 10 or 15 years we could send people up 
there. 


Dr. Waterman. It may be. 

Senator Extenper. Maybe we could send the surplus population 
to the moon. 

Dr. Waterman. Possibly. 

Travel in space would not be very exciting, probably. Suppose 
you sent one up about 10 times as fast as this one is planned to go and 
aimed at to go to Mars, I believe it would take about a month to get 
there. And at such a speed, 180,000 miles an hour, to reach the near- 
est ig star would take about 20,000 years. That is not very exciting 
travel. 

Senator Maenuson. No. 


IMPORTANCE OF SATELLITE OBSERVATIONS 


Dr. Waterman. Really, the impressive thing, as everyone knows, 
is that you can term this the modern age of exploration. We have ex- 
plored everything on the earth and by the time we get through with 
the International Geophysical Year we will have explored Antarctica 
entirely. But here isa new realm. The first observations have to be 
scientific, and they will be of very great scientific importance. On 
the useful side, it is certain that out of this will ultimately come a great 
improvement in weather forecasting, a great improvement in radio 
communications. 

Senator Magnuson. What this fellow, this satellite, may say to us, 
what effect will that have on our weather conditions? 

Dr. WaTEeRMAN. Several things. The information we get from the 
sun is now very much obscured by the air, the air around the earth. 
What the sun does we observe mostly as visible light. But that is not, 
by a long shot, most of what the sun does. The sun emits radio waves, 
X-rays, ultraviolet light, infrared. Most of this gets cut out by the 
air and we do not know accurately what the sun is really doing to us. 

We know that the sunspots produce special effects. If we could 
learn more about what the sun is doing at first hand, with nothing to 
bar the view, then we could start finding out completely what comes to 
the earth. ‘Then by the observations of the upper air, by rockets and 
balloons and other devices, we can make a connection between the two. 

Senator Ettenper. You do not have any information at all to deter- 
mine where these obstructions are; they may be beyond the 200 miles. 
They may be 1,000 miles away from earth; is that correct ? 

Dr. WATERMAN. They might be, but probably are not. We know 
a lot of it isdue tothe air. When we analyze the results we will know 
much more about the circulation of the air—the general pattern. 

ee Extenpver. Within a space of 200 miles or so from the 
earth 

Dr. Waterman. Where our weather is manufactured. That is 
mostly within 10 miles or so, but is affected by what happens in the 
upper layers. 

So we will know much more about the fundamentals of the weather, 
and right now we are stuck because we do not know enough to make 


good fundamental theory. We can only get this by getting it first 
hand. 








INDEPENDENT OFFICES APPROPRIATIONS, 1958 259 


Senator Macnuson. You say you want to get beyond this area to 
get a better view of the sun. You would have photographs taken, 
would you? 

Dr. WaterMANn. We will not take photographs until we can get 
them back. 

Senator Macnuson. You cannot get them back; is that it? 

Dr. Waterman. And then the camera is a little too heavy for this 
kind of a model. 

But we can detect the kinds of radiation, like ultaviolet, X-rays, 
and other things from the sun, by instrumentation, and that can be 
transmitted by radio. 

Perhaps later we will be able to get some way of getting instru- 
ments back, and then we could take pictures and send them down. 

Senator Maenuson. The problem there is to get the thing back 
slowly enough so that it does not disintegrate on the way; 1s that 
correct ? 

Dr. Waterman. That is just right, Senator Magnuson. 

Senator Magnuson. And this is now all paid for? 

Dr. WaTeRMAN. We have the funds for our part of the program in 
the International Geophysical Year. We have obligated most of the 
funds with about $7 million still to be obligated on the remaining 
features of the total IGY program during the ensuing fiscal years 
until the termination of the IGY. 


ORBIT DISTANCE FROM THE EARTH AND SATELLITE DURATION 


Senator Eitenper. Doctor, have you any information available at 
all that would indicate the distance from the earth at which an object 
of that character would begin to fall to earth? 

we Waterman. At any distance it would, unless closer to another 
anet. 
r Senator ELttenper. Any distance? 

Dr. Waterman. Yes. The reason it does not fall to the earth is 
that it is going so fast. 

Senator Extenper. I understand that. But I mean after it is in 
place. 

Dr. Waterman. Do you mean how soon it might fall in? 

Senator ELttenper. Yes. You say you hope to send this off 200 
miles away and that it will be suspended there. 

Dr. WarTerMAN. Yes. 

Senator ELtenper, Have you not some information at the present 
time that would indicate the height at which this satellite could be 
suspended, without coming to earth, or the height at which it would be 
placed where it would start immediately coming to earth ? 

Dr. Waterman. Yes. As I indicated, we have calculations about 
that. 

As I said, at 100 miles it would probably start coming in right away, 
according to our calculations; at 200 miles it might stay a few weeks or 
a little more; at 300 it might stay about a year. 

You see, the air does not really ever quit. It gets less and less dense 
as you go out, so the orbit has a longer and longer life. Our moon is 
230,000 miles from us; within our memory, it has always been there 
and it has never come in. 
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Senator Ettenper. You are not trying to disprove Newton’s theory ; 
are you? 

Dr. Waterman. Oh, no; we confirm it. 

Senator Maenvson. In this particular case, also, you plan on de- 
veloping future satellites, do you not, as a result of your experience 
on this one? 

Dr. WaTERMAN. Scientists are interested in knowing how to improve 
this one and how much more we can get in the way of observations, 
That is bound to occur. And, of course, how important this will be 
will depend on what we find this one will do. 

Senator Magnuson. Of course, you naturally take into account the 
composition of that space out there—that is, that it probably is mostly 
hydrogen—do you not ? 

Dr. Waterman. A lot of it is, but the earth’s atmosphere would trail 
out with other gases. 

That is another thing we would like to know—just what is the com- 
position, just how much is hydrogen, how much oxygen, nitrogen, 
helium, and so on. 

Senator Macnuson. Is it not pretty well settled that the sun is com- 
posed of hydrogen gases? 

Dr. WaterRMAN. The sun has much hydrogen; yes. I thought you 
meant around the earth. 

Senator Magnuson. I mean 200 miles up there. 

Dr. WaterMANn. The subject of radio astronomy has identified the 
fact that hydrogen seems to be throughout all space; we know that 
from the fact that it gives us radio signals to tell us it is there. 

rote Macnuson. That could give you some signals, too; is that 
it 

Dr. Waterman. Yes, if you had a more ambitious model]; yes, sir. 

Senator Maenuson. Do you have any further questions, Senator 
Ellender ? 

Senator ELtenper. No. 


1958 BUDGET REQUEST 


Senator Maenuson. All right, Doctor, now we will get back to the 
$25 million. You have a prepared statement here. I think you 
wanted to read your statement. 

Dr. WaterMAN. Before I begin ,Mr. Chairman, I would just like to 
remark that I am sorry our comptroller, Mr. Sheppard, had to go to 
the hosptial this morning, so he is not able to be here. 


SCIENTIFIC FINDINGS AND THE NATIONAL INTEREST 


In considering this matter of our budget, Mr. Chairman, I 
would first like to remark on an interesting conversation I had with a 
man who has traveled around the world a good deal recently. He 
said, “You know, it dawned on me the other day that nations have 
their differences and they have their different philosophies; there is 
nothing on which they all agree at the present time except the impor- 
tance of science, and that is a rather impressive thing.” 

I think that is true. Those who appreciate the advantages of edu- 
cation realie that their future depends on science and technology in 
very important measure. 
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I would like you gentlemen of the committee to appreciate the fact 
that in our budget we are thinking of the national interest, not the 
Science Foundation primarily, but this is a matter very much in the 
national interest. We must, in this country, be prepared to do all we 
can for the progress of science, in the hands of competent people. 
Then, being aware of the difficulty of financing what comes out of 
science, the important thing is, when we have available the results that 
science finds, to give very careful consideration to what it is we want to 
apply, to develop and put into production, because that is where the 
high cost comes and not in the basic research. 

At the present time, the annual cost of the total basic research in the 
country amounts to about $300 million as compared to the total na- 
tional budget for research and development, which is close to $6 bil- 
lion. So that basic research is a very inexpensive item. It is from 
basic research that we must get the information that will keep us at 
the proper economic and defensive strength. 

That is just by way of background. 

Senator Etitenper. Doctor, we hear that same comparison made as to 
every appropriation presented to us, compared to others. 

You heard Mr. Peterson, who preceded you, make that comparison. 
You are doing the same thing. 

Dr. WarerMAN. Yes. 

Senator ELLenper. What segment of our society will be best pro- 
tected by your foundation? Is it the armored might, or what? 

Dr. WareRMAN. It is our economic strength and prosperity as rep- 
resented by what we accomplish with industry, ik our activities of 
that sort, which depend on what I call technology, that is, the appli- 
cations of science; and also our defense strength. We cannot tamper 
with that. We must have the most modern defense, and the most 
modern items of production. 


INDUSTRIAL INTEREST PRIMARILY IN APPLIED RESEARCH 


Senator Ex.enper. Industry itself is doing a lot of that and they 
have led the way; our Government has not. The fact is that our 
private enterprise system has been permitted to navigate on its own, 
and that has caused all that progress. 

Government has not come into the picture in order to accomplish it. 

Dr. WaterMan. That is true of technology. 

However concerning research industrial leaders will say just what 
I am saying right now. They are forced to do research which is 
directed to try out a particular development that they are thinking 
of making and seeing whether this will succeed, and a certain amount 
of basic research, but always tied to something that they want to do. 

That is an important point that you bring up, that I would like to 
explain further. 

Senator Entenper. Yes. 

Dr. Waverman. Industry mostly does what we call applied re- 
search. It is research directed to something useful they think they 
may be able to do. 

Senator E.tenper. Is that not the most important element there? 

Dr. Watrrman. This is for industrial production. But the ideas 
which start them off, come from basic research. 
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Senator ELLenper. But a good deal of that basic research is carried 
on by our universities and is carried on by private enterprise. My fear 
is that if you let the Government get into the business, that it is 
going to start snowballing, as all other things seem to. 


FOUNDATION ASSISTANCE TO BASIC RESEARCH ACTIVITY 


Dr. Waterman. We are doing this by making a selection of the 
basic research proposals and applications for help that come to us 
from scientists in the universities. They just cannot get the equip- 
ment these days and they cannot get the people to help them. 

Senator Magnuson. The National Science Foundation does not 
actually do the work itself, does it ? 

Dr. Waterman. No. 

Senator E.tenver. Is not some of this money used to pay for stu- 
dent fellowships and things like that? 

Dr. WATERMAN. Yes. 

Senator Magnuson. Grants-in-aid for projects ? 

Dr. WaTEeRMAN. Yes. 

Senator Macnuson. That is the way we set up the bill. I prob- 
ably know a little more than I might about this matter because I 
wrote most of the provisions of the bill, I wrote the bill. 

Senator Extenper. I helped debate and helped to pass it. I was 
on the committee that held the hearings. 


NEED FOR BASIC RESEARCH AND TRAINED SCIENTISTS 


Senator Magnuson. I want to say for the record, too, that there 
is another basic point here that we had in mind, Doctor. All of us 
had in mind when we wrote the act that we found ourselves, as a 
nation, lagging behind particularly the Soviets, not only in projects 
for scientific research but in manpower and the need of scientists. 

You will recall also, Senator Ellender, we were hopeful that this 
would result in some stimulus for us to catch up. 

_ Asa matter of fact, I do not think we go far enough. I think the 
National Science Foundation sooner or later has to get into the field 
of basic training, and encouragement of it may be grants in aid. 
We are woefully short of basic scientists because we had, as all of us 
know, an almost 7- to 8-year drought in which we did not train, we 
did not encourage training, because our young men of our scientific 
ae were in the military forces. We were hopeful that the National 

cience Foundation would stimulate training in science, projects 
that we need in all fields. 

It has very broad authority in the medical field—which the Gov- 
ernment has now gone into—in research. They have been doing that 
basic job. I think within the small amount of money that they have 
had, t ey have had enough to do their job. 

But that is just what me have been doing. I think it serves a 

eat need in our country. That was the intent of passing that leg- 


islation. But we are still behind. 

We had testimony here yesterday and the day before from the Office 
of Defense Mobilization and we know from the intelligence agencies, 
such as the CIA, that we are still behind in basic training. Unfor- 
tunately, it is not what these people like but it las a direct relation to 
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our defense. We would rather not be doing these things for that 
purpose, but it is the ugly fact that that is true. 

I think they have done a good job in the National Science Founda- 
tion, but my complaint is that we have not done enough, that we 
should be doing more. However, that takes money too. 

Dr. WATERMAN. Yes. 

Senator Macnuson. Of course, we do not want to go into this the 
way the Russians do, they train young men in the scientific field and 
that is all they train them in. If you should ask them who wrote 
Anna Karenina, they would not know the author since they only 
ae science. They might confess, after grilling, that they knew the 
author. 

This is a broad program, and its educators throughout the country 
and people interested in it will tell you it is a very vital program, and 
I think they are 100 percent for it. 

Also, the records show that you get a lot of voluntary help. Thead- 
visory boards have been very helpful. They rotate, as I understand, 
and people have given their time to evaluate the work of the founda- 
tion, and we get that for free. You could not buy that, anyway, I 
suppose, that intelligence. 

So I will say that program does have a great effect upon the lives 
of people of the free world and America. 

But, as I say, the ugly fact is that a lot of it relates to defense, which 
we hope we can get rid of. 

In the medical field this program has been very helpful. Our grants- 
in-aid and the correlation between what we are finding out in the 
nuclear science field and as it relates to the human race is something 
yet to be explored, but there are certainly definite connections there 
with the health of the country. 

The Senator from Louisiana has sat on this committee much longer 
than I have, but I know that in all research problems it is rather diffi- 
cut to know whether or not you are getting your dollar’s worth and 
to point it out. It isan intangible thing,sometimes. Research wastes 
a lot of money. We do not waste it deliberately, but if only 10 per- 
cent of it paid off, I think we would be well repaid for the amount 
of money we spend. 


CONTRIBUTION OF BASIC RESEARCH TO NEW SCIENTIFIC KNOWLEDGE 


Dr. Waterman. There is one thing that is not commonly under- 
stood. Basic research pays off even if it does not come out with an 
immediate application, because it makes the chance of someone else 
coming out with an application that much closer. 

Senator Maenuson. One thing leads to another. 

Dr. WATERMAN. Yes. 

Senator Macnuson. Excuse the interruption. You may proceed 
with your statement, Doctor. 

Dr. WarerMAN. On this subject you are speaking of, Senator, I 
talked to many of our scientists who went to Russia to see them, and 
particularly those who went over to the Nuclear Physics Conference 
last year, and they all report that Russia has a profound respect for 
basic research and that unless a person there is mixed up with defense 
problems and assigned on some particular thing in the interest of the 
state, they are left quite free to do what they want. They are really 
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encouraging basic research in a big way. They know that some capital 
discoveries will come out of basic research. 

You take nuclear fission; nobody could have found nuclear fission 
by looking for it, when we did not know there was such a thing. But 
the people studying the atomic nucleus had the knowledge and insight 
to see what was happening and did something with it. 

It is the same with most of the major developments from basic 
research. The really capital discoveries, like X-rays, you cannot look 
for. You cannot assign someone to look for them because you do not 
know they exist until you find them. 

Those are the really important, impressive discoveries—things that 
start whole industries or start whole new modes of attack on important 
problems. All this is built from the framework of contributions by 
each individual doing his share. Even if a man tries to find some- 
thing that he thinks exists and finds it does not, that is a help 
because then no one else will look for it. So that is also progress. 


EFFECT OF REDUCTION IN 1958 FUNDS ON BASIC RESEARCH 


My point is that basic research is what we must keep up. If it is 
done in educational institutions it has the added advantage of training 
graduate students who are available in a year or two. 

For example, of the $25 million reduction by the House about $13.6 
million comes under basic research and will eliminate something like 
800 graduate students who can be quickly employed. 

Senator Extenper. Is that to pay for their expenses in going to 
colleges where they can get more training ? 

Dr. Waterman. They will be in graduate schools and they would 
be employed and paid in this research. 

Senator ELLenper. What you are doing is simply subsidizing their 
expenses ; is that not correct? 

Dr. WaterMaAn. We support a basic research project and any 
necessary expenses in connection with such project. 

Senator Magnuson. Dr. Waterman, the record ought to show that 
it is not that we just send a man for graduate work in science, but 
that he is there for a specific reason, on a specific project. 

Dr. WaTrerMan. He is employed by his professor. 

Senator Maenuson. The record should show that we do subsidize 
them to work on that project. What comes out of it we do not ex- 
actly know, but a lot of things may come out of it. 

Dr. WarrerMAN. For one thing, you get a trained graduate student. 

Senator Magnuson. If we did not supply the funds, he would not 
be there and the project would not exist. Another great tangible 
result of this program is that when we started on it we did not have 
as much liaison between what people were doing in the United States 
as we have now. You would have your conventions and somebody 
would read a paper, but the National Science Foundation has been a 
clearinghouse. ‘That is a very intangible thing, you cannot point to 
the results, but the fact is that this has been a pretty good lena’ 
house for all these things we have been going into in the United 
States. 

In my opinion, it will be used more and more as a clearinghouse. 

Dr. WaTerMAN. Yes. 
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You see, we have the organization for doing this, we know closely 
the number of applications that we are going to receive. In 1958 
that will be about $60 million worth. On the basis of the figure 
quoted by the House, that would enable us to take care of only 27 
percent of the really worthwhile proposals on significant subjects 
which are in competent hands. 

What we are asking for would enable us to take care of about 
50 percent of these highly meritorious projects in capable hands. 
This will still allow a lot of selectivity. But the training of graduate 
students and the progress of research in that margin, at a critical 
time like this, we feel is of the greatest importance. 


REVIEW OF BASIC RESEARCH APPLICATIONS 


Senator Exitenper. Doctor, when you speak of projects, where 
would a project originate ? 

Dr. WaterMANn. It originates with the scientist. 

Senator Ettenper. Who brings it to your attention / 

Dr. Warrerman. The scientist himself sends us what he needs to 
get on with his work. 

Senator E.tenper. Then you look into the feasibility of it and 
make a determination as to how we can help in order to develop what 
that scientist is advocating? 

Dr. Waterman. Yes. 

You see, we will have to review the $60 million worth of proposals 
anyway, and we are asking to be able to activate about 50 percent of 
them. 

Senator Magnuson. They have a voluntary, revolving advisory 
board of men, who are experts in their fields, who look at these appli- 
cations and screen them, as it were ? 

Dr. WATERMAN. Yes. 

Senator Maenuson. And see whether or not they are, as you say, 
feasible or look promising, that we might get something out of it? 
Dr. Waterman. Yes; and that the men are competent to do it. 

Senator Magnuson. This is not new, we are doing the same thing 
almost parallel with what the National Institutes of Health are doing 
in the purely medical field; is that not correct ? 

Dr. Waterman. That is right. 

Senator Macnuson. That started when we first established the 
Cancer Institute. 

Dr. Waterman. Yes. 

Senator Ertenper. But you have your own Institute there at the 
National Institutes of Health to carry it out. 

Senator Macnuson. They give grants to all kinds of places, all 
over. 

Senator E.tenpver. At the National Institutes of Health we have 
our own people whom we pay to do the work, while the National 
Science Foundation farms out most of it. Am I not right, Mr. 
Waterman ? 

Dr. Waterman. We do not do any work ourselves; we provide the 
money for them to do it. 

Senator ELtenper. You take a project that has been studied by 


somebody and you find ways and means of developing it, is that 
right? 
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Dr. Waterman. We provide him the funds to get on with the job 
he wants to do. 

Senator Macnuson. Doctor, it is getting rather late, so we will just 
place your prepared statement into the record in full, if that meets 
with your approval ? 

Dr. WaterMaAN. All right, sir. 

(The statement referred to follows :) 


STATEMENT OF ALAN T. WATERMAN, DrrecTor, NATIONAL SCIENCE FOUNDATION 


Mr. Chairman and members of the committee, I am happy to have the oppor- 
tunity to discuss with this committee the 1958 budget request of the National 
Science Foundation. May I say at the outset that the basis for our budge 
request should be considered as a matter of mutual concern—the advancement 
of this Nation’s scientific progress in the interests of our national security, 
our continued prosperity, and our ability to create better conditions of life for 
our citizens. 

I shall begin by relating the Foundation’s appropriation request for 1958 
to the major factors which affect our ability to maintain and accelerate our 
scientific progress. In addition, I should like to indicate the manner in which 
action by the House of Representatives on the independent offices appropriation 
bill would affect the Foundation’s ability to provide direct assistance and 
encouragement to scientific progress. In considering the effects of the House 
action, the Foundation is fully aware of the necessity for economy in Federal 
expenditures which has been expressed by the President, by Congress, and by 
others. It is a concern which I personally share and endorse. However, the 
unquestioned need for economy must also be considered in the light of the critical 
importance of science to the maintenance of the high level of technological 
development upon which our national economy, and our ultimate national sur- 
vival, may well depend. It is important to bear in mind that time lost in the 
training of scientific manpower or in increasing our fundamental scientific 
knowledge through basic research can never be recaptured, even by later expendi- 
ture of vast sums, In terms of ultimate long-range cost, the greater economy 
may be better served by emphasizing at this time important programs in stimu- 
lation of science. The problem of balancing the resource of time against the 
resource of funds is one which we cannot consider too carefully in this age of 
technology and international unrest. 

As I indicated to you in my letter of March 22, the independent offices appropri- 
ation bill for 1958, as passed by the House, includes $40 million for activities of 
the National Science Foundation. This amount represents a reduction of $25 
million—or about 40 percent—below the amount included in the President’s 
budget. In addition, the bill (a) reduces the amount available for travel from 
$210,000 to $150,000; (b) reduces the amount requested for the purchase of 
newspapers and periodicals from $500 to $300; (c) retains a limitation of $50 
per days for payment of compensation to special consultants and experts; and 
(d) retains a special provision earmarking $9,500,000 of the Foundation’s appro- 
eee for supplementary training of high-school science and mathematics 
teachers. 


FACTORS AFFECTING NATIONAL SCIENTIFIC PROGRESS 


Before discussing the Foundation’s program plans for 1958, and the impact of 
the House action upon these plans, I should like to devote a few minutes to out- 
lining the framework of national scientific needs within which our programs have 
been formulated. 

It is self-evident that to a considerable degree the stability and expansion of 
our national economy, the maintenance of our national security, and the im- 
provement of our national health and welfare are intimately related to science 
and its discoveries. In previous years we have cited to this committee instances 
where the discoveries of scientists have led to development of new means of 
medical treatment and disease prevention, to creation of entire new industries, 
and to improvement of weapons for our military forces. All will agree that the 
maintenance of our international leadership in the cause of peace and prosperity 
depends upon a continued flow of scientific discovery and application. It should 
be clear, then, that our national progress in science will depend upon the atten- 
tion which we now give to four major factors: 
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First. We must support strongly the basic scientific research upon which appli- 
cations in fields of health, in industry, and in military weapons depend ; 

Second. We must have an adequate supply of skilled scientists and engineers 
not only to perform research, but also to instruct and train those when enter 
upon scientific careers ; 

Third. We must have modern facilities and equipment for research, including 
basic research, which will permit the maximum progress in modern research 
and will also assist in training scientists for the future; and 

Fourth. We must stress improvement in methods for disseminating the results 
of research, so that further endeavor may be stimulated and unnecessary duplica- 
tion eliminated. 

It is evident that these four factors are directly interrelated, and that progress 
or stagnation in one will have serious implications for the others. 


FOUNDATION PROGRAMS, AND EFFECTS OF HOUSE ACTION 


The Foundation’s budget estimates for 1958 were developed to provide a bal- 
anced program giving appropriate emphasis to each of the above four factors— 
basic research support, training of scientific manpower, support of basic research 
facilities, and dissemination of scientific information. 

Basic scientific research—An excellent statement was made regarding the 
significance of basic scientific research by Dr. Vannevar Bush in his book, End- 
less Horizons: 

“* * * Basic research leads to new knowledge. It provides scientific capital. 
It creates the funds from which practical application of knowledge must be 
drawn. New products and new processes do not appear full grown. They are 
founded on new principles and new. conceptions, which, in turn, are painstakingly 
developed by research in the purest realms of science * * *” 

Not only is fundamental, or basic, research the primary source of new ideas 
for practical application, but also the process of performing basic research is an 
essential ingredient in the training of young scientists. As Sir Edward Appleton 
remarked in the November 29, 1956, issue of the Listener: 

“* * * a research unit in a university is as much a nursery for young 
research workers as an implement of scientific inquiry. The professor as senior 
worker usually has more ideas about problems for research than he can under- 
take himself. Moreover, the young graduate recruit to research is usually 
insufficiently informed about the frontier of knowledge to be aware of the 
places where a breakthrough may be possible. * * *” 

The findings and concepts of basic research are also of significance to industry 
and to military development in that they can frequently decided for or against 
the feasibility of a particular enterprise, thus making possible substantial 
savings in money and effort. For example, the use of the electronic computer— 
itself an outgrowth of basic research—can make possible the evaluation and 
comparison of the feasibility of proposed new weapons or other technological 
devices, thus minimizing the need for costly prototype construction. 

Despite the significance of basic research, it has received limited attention 
from its two primary consumers—industry and government. The most recent 
data compiled show the minor fraction of research and development funds that 
have gone to basic research—4.1 percent by industry in 1953, and 6.5 percent 
by government in fiscal year 1956. 

There are presently available in our universities large numbers of scientists 
eapable of performing basic research who are not receiving support. The 
present dollar volume and numbers of basic research applications gives tangible 
evidence of this fact. The Foundation believes that in the national interest 
at least 60 percent of the highly meritorious research applications it receives 
should be supported. In 1957 we will be able to support 33 percent of the value 
of such meritorious basic research applications. The action proposed by the 
House would reduce the level of support to less than 28 percent for 1958. 

Grants for support of basic research also serve as an important means for 
training our future scientists. By working under the direction of skilled 
senior scientists, students who are research associates and graduate assistants 
not only receive valuable training but also become available as trained scientists 
within 1 or 2 years. As a result of reduced funds for basic research which 
would be available under the House bill, the opportunity for valuable research 
training would be denied to about 800 potential scientists. 

One further effect of the House reduction deserves consideration. Executive 
Order 10521 clearly indicated that although other Federal agencies are en- 
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couraged to continue support of basie research related to their respective 
missions, the National Science Foundation “shall be increasingly responsible 
for providing support by the Federal Government for general purpose basic 
research.” If Foundation funds for support of basic research are not pro- 
vided at an appropriate level and in response to applications for worthwhile 
research, the result will be the exertion of pressure upon other Federal agencies 
to fill this gap, and lead to their support of basic research not immediately 
appropriate to their missions. 

Training of scientific manpower.—The training of an adequate number of 
competent scientists for the immediate future depends to a considerable extent 
upon the opportunities available to younger scientists to continue their studies 
through graduate school, as well as by participation in basic research projects. 
In the long run, the maintenance of an adequate level of research and the 
training of sufficient numbers of skilled scientists to fill our research, teaching, 
and technological needs depends upon having competent science instruction in 
our high schools and colleges. More able college teachers are needed to train 
future scientists and those who will later teach in high schools and colleges. 
Improvement of teaching at the high school and college levels not only will 
improve the scientific qualifications of our students, but also, with the assistance 
of modern course outlines and appropriate training aids, will result in moti- 
vating more students of high ability to pursue careers in science, 

Funds requested for 1958 for training of scientific manpower contemplated 
award of 1,230 predoctoral and postdoctoral fellowships to outstanding graduate 
stutents of science; 200 fellowship awards to college teachers of science for 
additional study and training; fellowships in special areas where critical short- 
ages of trained scientific personnel exist; support of about 117 s"mmer and 
academic-year institutes to provide supplementary training to about 5,800 high 
school and college science and mathematics teachers; and experimental pro- 
grams emphasizing motivation of high-caliber students to undertake careers in 
science—such as visiting lecturers and traveling science demonstrations, travel- 
ing science libraries, student participation activities, career information ma- 
terials, sunplementary teaching aids, and improved outlines for courses of study. 

Action of the House would reduce our fellowship program by about 375 fewer 
predoctoral, postdoctoral, and science faculty fellowships then planned, and 
reduce funds available for motivational activities. The retention of the special 
appropriation language provision earmarking $9,500,000 for supplementary train- 
ing of high school science and mathematics teachers provides a floor for activi- 
ties in this area, an overall budgetary reduction by House will not seriously 
affect the supplementary teacher training program as a whole. 

Support of basic research facilities —As our technology has rapidly advanced, 
equipment and facilities required to perform basic research have become in- 
creasingly complex and costly. At the same time our educational institutions— 
whose income has not increased in proportion to costs—have become increas- 
ingly unable to provide such equipment. Since our progress in hasic research 
is directly related to avai'ability of scientific instruments and equipment—and 
in the future will in all likelihood become increasingly dependent on complex 
devices—the Foundation last year presented a new program for support of 
facilities and equ'pment for advancement of basic research. This program has 
the following objectives: 

First, improvement of the extent and quality of basic research in those 
areas where progress depends upon access to specialized or scarce and 
costly facilities which are presently not available: 

Second, achievement of a sound geographic distribution of research by 
providing facilities and equipment in regions where such items are scarce 
or unavailable; and 

Third, increasing the competence of scientific personnel by providing op- 
portunities for training in the use of advanced and highly specialized 
scientific equipment. 

In determining the areas of science where the need for facilities support is 
most intense, the Foundation has used special advisory panels of experts in the 
various fields of science involved. We have also established policy guides and 
criteria which specify considerations of urgency, national interest, technical 
merit, availability of funds, and reasonable financial participation by the insti- 
tution concerned, with respect to both initial installation expense and operating 
cost. 

This year we are providing limited assistance to biological field research 
stations ; support of preliminary work on a new optical astronomy observatory ; 
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partial assistance for construction of a nuclear research reactor; and support 
for construction of a modern radio astronomy installation at Green Bank, W. Va., 
Fiscal year 1958 estimates included funds for a new 80-inch optical telescope at 
a location to be determined by studies presently under way; additional desirable 
research equipment at the radio astronomy observatory ; assistance to universi- 
ties to secure a small number of nuclear research reactors, high-precision nuclear 
accelerators; large-capacity high-speed electronic computers; and assistance to 
biological field stations and specialized laboratories, primarily to rehabilitate and 
modern‘'ze plant and equipment. 

The report of the House Appropriations Committee (No. 197) accompanying 
the independent offices appropriation bill for 1958 included the following state- 
ment: 

“* * * The Foundation proposed an expansion of its program for grants for 
construction of research facilities and a new program of grants for the sub- 
sidizing of equipment. The committee has not provided any funds for beginning 
new programs. * * *” 

This statement, coupled with the overall reduction in funds for 1958, would 
seriously limit the extent to which desirable facilities and equipment for basic 
research could be provided and obviously put a stop to this opportunity for 

rogress. 

. Exchange of scientific information.—Because scientific progress also depends 
upon creative application of existing knowledge to solution of new problems, we 
need to improve present methods of making research results available to Ameri- 
ean scientists. 

The tremendous volume of scientific publications creates special problems in 
reviewing, abstracting, and organizing material. The areas of greatest difficulty 
lie in the foreign language publications—particularly Russian—and in the 
volume of Government nonclassified research reports. To assist in the first 
area we have been supporting translation and publication in English of foreign 
scientific journals. Emphasis has been given to Russian publications because 
of the quality and extent of their research. In the second area, we are emphasiz- 
ing support of efforts to distribute Government nonclassified technical reports 
and to inform scientists where research in their fields of interest is carried on 
under Government sponsorship. 

It is an axiom in the scientific community that no piece of research is complete 
until its results are published. In order to encourage publication of worthwhile 
scientific articles, the Foundation has provided emergency assistance to some 
scientific journals and important abstract journals. 

At the same time we are aware that long-term solution to scientific information 
problems lies in application of machine methods to various phases of the infor- 
mation process, and we have supported research on methods for machine trans- 
lation, storage, and location of information. 


EFFECT OF OTHER HOUSE ACTION ON PROGRAM ADMINISTRATION 


As pointed out to you in my letter of March 22, other action by the House on 
Foundation appropriation language would create difficulties in administration 
of our programs. I should like to point out that these changes have no direct 
impact upon overall level of expenditures for 1958, but limit the amount of funds 
which can be applied to certain purposes which are important to the adminis- 
tration of our programs. 

House action reduced the amount of funds which can be devoted to travel from 
$210,009 to $150,000—a decrease of 30 percent; decreased the amount of funds 
requested for purchase of newspapers and periodicals from $500 to $300; and 
retained the limitation of $50 per day for payment of special consultants and 
experts. 

Foundation travel funds not only provide for necessary staff contact with the 
scientific community in connection with development and supervision of programs 
but also provide for travel of the statutory National Science Board and divisional 
advisory committees to attend scheduled meetings ; for travel of consultants who 
serve on program advisory panels; and for travel of other consultants who per- 
form services related to development of our programs. The major amount of the 
increase in the travel limitation was proposed for additional meetings of advisory 
panels necessitated by the increasing workload of the research support program, 
and for additional special consultant services. Only a modest increase of about 
9 percent was proposed in the number of days of staff travel for 1958. 
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Funds used under the limitation for purchase of newspapers and periodicals 
are for securing newspaper clipping services relative to the Foundation’s pro- 
grams and for subscriptions to a few major newspapers and nonscientific 
periodicals. I think you will agree that it is vital to sound program planning 
to have firsthand knowledge of the public’s reaction to such programs, secured 
at very minor expense from articles, editorials and news items throughout the 
eountry. During the last year expansion of Foundation programs—particularly 
in the year-long and summer institutes for supplementary teacher training—has 
materially increased newspaper and periodical coverage, and the present limita. 
tion of $300 has created difficulties in keeping abreast of this coverage. 

Upon occasion the Foundation has been required to seek the services of highly 
qualified consultants who are compensated by other Federal agencies at rates 
of $75 per day or more. ‘che existence of a $50 limitation on such payments 
by this agency has been extremely embarrassing, and has frequently made it 
difficult to secure and retain the services of outstanding individuals. Elimina- 
tion of this limitation would not result in any basic change in policy of the 
Foundation—which has been to compensate consultants generally at a rate of 
$40 per day or less—but would permit payment of higher rates only in the few 
isolated but important cases where the services of exceptionally well qualified 
consultants are necessary. 


THE FOUNDATION’S ROLE IN SUPPORT OF SCIENCE 


In conclusion, I should like to point out that during the 5 full years we have 
been in operation the Foundation has moved—within the authority of our act— 
as rapidly as funds and experience have permitted to establish programs di- 
rected toward progress in the 4 major areas I outlined at the beginning of 
this statement. 

The role of science in our national economy has reached such a degree of 
importance that we are constantly faced on one hand with the necessity of 
action to meet urgent needs, and on the other with the obvious desirability 
of careful and steady progress. 

Insofar as the critical area of basic research is concerned, it is the considered 
judgment of the Foundation that the portion of the total national scientific 
research and development effort presently devoted to basic research is still in- 
adequate. We do not feel that the Federal Government must or should assume 
the entire burden of a problem which is also the responsibility of industry and 
the universities. However, the criterion for the adequate level of basic research 
support is simply to provide assistance to the available competent scientist of 
this country for research on problems of high quality and importance. In carry- 
ing out our statutory responsibilities, the Foundation looks forward to an 
ultimate level of support where we can provide funds for about two-thirds of 
our meritorious research applications. At such a level we can maintain a proper 
degree of selectivity and, what is more important, see to it that able research 
scientists in colleges and universities continue active in the research which is 
one of the primary functions of their institutions. At the same time, such a 
program in support of basic research provides for training of graduate students— 
thereby making additional scientists immediately available to the Nation in 
industry, government, and the universities. 

As I mentioned earlier, these researchers require modern research tools and 
equipment. The degree to which the Federal Government should provide funds 
for such capital equipment, and for other less costly instrumentation, is a 
matter for serious consideration. It is the position of the Foundation that we 
should proceed slowly and with care to provide limited assistance, in the hope 
that State, municipal, and private funds may take greater care of such needs. 

In the highly critical areas of scientific and engineering manpower, it is 
our judgment that the Federal Government should take the lead in analyzing 
the situation and take appropriate steps to deal with the most urgent aspects 
of the problem. In our opinion, the most critical factor at this time is securing 
improvement in the numbers and competence of the science teachers who are 
responsible for the quality of education and training that our scientists receive. 
Our programs are directed toward this end. We also earnestly hope that, in 
accordance with our traditions in education, greater local support will be forth- 
coming to handle such significant matters as appropriate salaries for teachers 
and the improvement of teaching facilities. 

In summary, if we are to assure that national objectives in science are attained, 
we must recognize that the Federal Government and the foundation will continue 
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to be called upon to provide support for scientific research in this age of 
technology, while at the same time we must encourage actions that can assure 
that other sources of support are fully utilized. We recognize that we cannot plan 
discovery ; but we can plan for conditions under which discovery can be assured 
In seeking to support the conduct of research, the training of scientific man- 
power, the dissemination of scientific information, and the securing of needed 
research facilities, we are assisting to creat conditions where the chance of vital © 
scientific discovery will greatly be improved. In the words of the immortal 
Pasteur “* * * chance favors the mind that is prepared. * * *” 


EFFECT OF REDUCTION ON BASIC RESEARCH SUPPORT 


Senator Maenuson. Can you tell us now, Doctor, what you would 
have to cut out in your plans and your programs if you did not get the 
$25 million, what would be eliminated ¢ 

Dr. WaterMAN. The first item is that it would reduce the amount of 
support through basic research by grants that we have just been 
speaking about to universities, for particular individuals, by about 
$13.6 million. 

Senator Ettenper. How much are you providing under the other 
amount allowed by the House ? 

Dr. WaterMAN. About $16 million now. 

Senator ELtenper. And by eliminating $25 million, you would cut 
out $13.6 million ? 

Dr. Waterman. That is right. 

Senator Exitenver. In other words, that is additional money you 
would have for that purpose ? 

Dr. WATERMAN. Yes. 


EFFECT OF REDUCTION ON RESEARCH FACILITIES 


Secondly, it would reduce the amount for research facilities, the 
construction of the research facilities. And I mean by that major 
installations for research. 

The typical one that is now underway and would not be harmed by 
this would be the radio astronomy observatory which we are building 
at Greenbank, W. Va. 

Would you like me to speak to that, Senator ? 


NEW BADIO ASTRONOMY OBSERVATORY 


Senator ExLenper. I would like to know what you are going to 
use the money for ? 

; Dr. one This radio astronomy facility is already going 
orwardad. 

Senator ELLENpER. Who is going to operate that now? 

Dr. WaTerMAN. It will be constructed and operated by Associated 
Universities, Inc. That is a group of 9 universities in New England, 
with representations elsewhere; so this would be national. 

Senator Evienper. How much are you contributing toward this 
project ? 

Dr. WATrerMAN. We contributed $4 million this present year. 

Senator ELLENpDER. How much do they contribute ? 

Dr. WatTerMAN. It is entirely our own. They are doing it to 
establish a national facility. They are competent to do it. 

Senator ELLENpeR. You are doing it for them, then, and they are 
going to have the use of it; is that right ? 

90699—57——18 
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Dr. WATERMAN. No. The astronomers of the country will have the 
use of it. They are only the managing agents, the constructing agent. 
It is for the astronomers of the country. 


UNIVERSITY COMPUTING FACILITIES 


Other facilities that we are interested in primarily which would 
be endangered with this cut, include computing facilities for universi- 
ties, these new research computers, electronic digital computers. Most 
of these computers have been financed by Government and by industry. 
Where that has occurred, both Government and industry have claimed 
most of the time on them. 

The universities have in general not been able to have their own 
research men work with this new technique. 


COST OF RADIO ASTRONOMY OBSERVATORY 


Senator ELLenper. Reverting to the program concerned with that 
astronomer’s association, how much have you spent for that project 
so far? 

Dr. WatTEeRMAN. $4 million. 

Senator Extenver. That is out of last year’s budget ? 

Dr. WaTermMAN. That was last year. 

Senator ELLenpEer. How much do you anticipate it will cost alto- 
gether? 

Dr. WatrerMAN. We expect another $5 million will take care of it. 

Senator ExLenper. And do you have it included here in your re- 

uest ¢ 

Dr. WaTEerMAN. Yes, sir; a portion. 

Senator Ex.tenper. Is that included in the $40 million or the $25 
million ? 

Dr. WaterMAN. We would have to adjust our schedule to permit 
putting it into the $40 million, but it would cause some hardship some- 
where else. 

Senator ELtenper. But you did have it originally included in your 
$40 million figure; did you? 

Dr. WaterMAN. The start of it; yes, sir. 

Senator ELtenper. I am talking about the rest of it. 

Dr. WaterMAN. The rest of it we have tried to put in because we 
must work toward its completion. 

Senator ELLenper. Out of the $40 million? 

Dr. WATERMAN. Yes, sir. 


SELECTION OF UNIVERSITIES FOR COMPUTERS 


With regard to the computing facility I spoke about, the plan is to 
select a small number of universities that can serve as centers for com- 
puting and on an average matching-fund basis provide these new 
computing facilities for their research departments. 


Still another item, and a very important one these days would 
be 
Senator ELtenper. How do you select the university ? 
Dr. Waterman. From the proposals they make, the contribution 
they can make, their experience and their skill, and the needs of their 
departments. 
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Senator Extenper. Does it make any difference whether they are 
privately, or publicly operated ? 
Dr. WatrerMAN. It does not make any difference. 


UNIVERSITY REACTORS FOR BASIC RESEARCH 


_ Another item is nuclear reactors. As you know, nuclear engineer- 
ing now is a very important field. Industry needs people trained and 


more research is needed as to how these can be used for power and for 
other purposes, 


Senator ELLENpEr. The Atomic Energy Commission is doing most 
of that now; is it not? 


Dr. Waterman. We have an agreement with the Atomic Energy 


Commission, and Dr. Libby was to be here, if we had the hearing 
later, to testify on that. 


_ (As Dr, Libby was unable to appear at the hearing, a statement is 
included, as follows :) 


STATEMENT OF COMMISSIONER W. F. Lippy, ON BupGet ror NATIONAL SCIENCE 
FOUNDATION 


I welcome the opportunity and privilege of being able to appear before your 
committee today in conjunction with my colleague, Dr. Waterman, to offer 
a few remarks in support of the fiscal year 1958 budget estimates of the Na- 
tional Science loundation. I have a strong interest in the programs of the 
NSF, not only as a member of the Atomic Energy Commission, but also be- 
cause of my very deep personal convictions as to the importance of scientific 
research to our national welfare. 

The contribution the work of the National Science Foundation is making to 
the scientific progress of our country is very great. Moreover, since in such 
large part the NSF support for research takes piace at our colleges and uni- 
versities, it goes to the backbone of our scientific progress. It is research at 
these institutions, today, that will result in our scientific advances tomorrow. 
Those of us associated with agencies engaged in specialized research rely heavily 
on the more basic and universal research which receives its support from the 
National Science Foundation. 

It is for this reason that I feel obliged to make a strong recommendation that 
the level of research support envisaged by the President’s budget for the NSF 
be approved by the Congress. Failure to make available the amounts being 
discussed today would mean the sacrifice of research efforts that may result in 
incalculable losses, and in view of the critical shortage of scientific and technical 
people that we are currently experiencing and will continue to experience for 
some time to come, I earnestly believe that we cannot afford the risks such 
losses would entail. 

For example, one of the activities for which Dr. Waterman is requesting 
funds is to provide a limited number of research reactors to colleges and uni- 
versities for basic and fundamental research requiring neutrons and radiation. 
I believe that the NSF program is necessary to supplement the Commussion’s 
existing program of providing educational reactors to accredited colleges of 
engineering. The NSF program will provide research reactors which, in our 
present state of scientific development, have become a vital piece of research 
equipment. If, because of a lack of funds, it would not be possible for the NSF 
to make research reactors available to our colleges and universities, it will be 
to the detriment of all research. 

Again, may I express my sincere appreciation for the privilege of appearing 
before you today. 


COMPLEMENTARY PROGRAM 


Senator ELtenper. We provide money for that purpose, as I re- 
member, so that the Atomic Energy Commission can do the work. 
Dr. WaTerMAN. It is of great concern to them. 
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Senator Extenper. With all due respects, why should you barge 
into that; why not let them handle it since, as I remember, they are 
getting quite a bit of money for that purpose? 

r. WaterMAN. The funds they are applying for are for reac- 
tors for training purposes, and the perquisites to go with them. Our 
reactors, by an agreement with AEC, are for research purposes. 

You see, university research is our game primarily in all the fields 
of science, and this 1s really fundamental. It does not relate direct- 
ly to atomic energy, it is fundamental research. 

So in talking this over in the Atomic Energy Commission, we have 
come to the agreement that we would apply for the funds for these 
reactors, for certain centers throughout the country only, to provide 
them primarly, for research purposes and the AEC, on their part, 
will provide reactors for training purposes. 

And this makes a complementary program. They are quite agreea- 
ble and indeed enthusiastic about this. 

Senator ELtenper. I know that. 

Dr. WaTERMAN. I mean about our doing it. 

Senator Maenuson. Another thing is that they direct most of their 
research toward defense; not all of it, but the prime objective is the 
use of atomic energy for defense. 

Dr. WatrRMan. That is right, and industry. 

Senator Magnuson. Your prime objective is its use in the field of 
science and human beings; is that right? 

Dr. Waterman. That is right. 

Senator ELtenver. I happen to serve on that subcommittee, I am 
handling it, and I do know that it is not only for the armed services 
but it is for every purpose. 

Senator Magnuson. Yes. But I say that is the prime objective, 
defense. 

Senator ELLENDER. Lwould not admit that since I do not know about 
that. 

Senator Macnvuson. We must admit, Doctor, that in any big re- 
search program there is some overlapping, that you cannot get away 
from it. 

Dr. Waterman. As long as there is coordination, that is the im- 
portant thing. 


EFFECT OF REDUCTION ON FACILITIES FOR BASIC RESEARCH 


Senator Macnuson. But that is not all you do, you have other 
factors. 

Now will you proced, sir, telling us what you will have to cut out if 
the House reduction stands. 

Dr. WaTERMAN. This was an item of $12 million for major research 
facilities, of which we must use some for facilities already started. 

Senator Ettenver. That together with the $13.6 million ? 

This is a new project; is it not? 

Dr. Waterman. The facilities? 

Senator E.ienper. Yes. 

Dr. WATERMAN. We started it last year. 

Senator Ettenper. The computers and then the reactors are new 
facilities, that is something you are adding to your project; is that 
correct ? 

















INDEPENDENT OFFICES APPROPRIATIONS, 1958 275 


- Dr. Waterman. Yes, with one exception. We assisted the Massa- 
chusetts Institute of Technology with one of their reactors last year, 
Senator ELLENpeR. But you got that money out of your regular 
budget; did you not? 
Dr. WATERMAN. We got that out of a part of this facilities’ budget. 
We had a small amount of money; this was only $500,000. 


Senator ELLENpER. But you got it out of your $40 million budget, 
did you not ¢ 


Dr. WaterMAN. That is right. 
EFFECT OF REDUCTION ON EDUCATION IN THE SCIENCES 


Senator Magnuson. Would some of your proposed programs for 
our public schools, where you give grants-in-aid for revision of courses 
and things of that kind, be cut out? 

Dr. Waterman. Our largest program, in what we call education 
in the sciences applies to summer institutes for high-school teachers 
and college teachers is affected. The high-school teachers program 
only would not be affected by this cut. 


IMPROVEMENT OF SCIENCE CURRICULA 


Senator Magnuson. Did you not make a grant-in-aid for $300,000 
to Massachusetts Institute of Technology to prepare a course in 
physics ? 

Dr. WaterRMAN. Yes, sir. That we have already done. 

_ Senator Macnuson. I think that is a very valuable contribution 
because all of our civics courses, teachers tell me, should be revised in 
the light of modern conditions. 

Then these youngsters would have the proper basic training. 

Dr. WarermMaNn. That is right. 

Senator Magnuson. Then the question arises as to how far you 
can go. Here is the State Department of Education in Georgia want- 
ing a similar thing done for them in their curriculum in grades 1 
to 12, they want a teacher guide in that area. 

Dr. WATERMAN. We would not have funds to carry out this kind 
of thing further in the other fields of science, though we would like 
to do so. 

Senator Magnuson. Mr. Shearouse, the director of the curriculum 
department there, poses the question: “Should not money made avail- 
she by the Science Foundation be more equitably distributed through- 
out the country ?” 

What do you say about that? 

Dr. WATERMAN. We are trying to do that, as in this matter of cur- 
ricular aids. We are trying to a it in each field of science so that 
the results will be available to everybody throughout the country. 

Senator Maanuson. You could more equitably distribute it 
throughout the country if you had a little more. That is a good 
answer to that question; is it not? 

Dr. WatTeRMAN. That is right. 

Senator Extenper. They will ask for it. They are all watching 
your program here. If you make funds available to MIT, Tulane, 
and other schools might want some. They are all watching to get 
their cut of the piece of pie. 
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Dr. WATERMAN. This is not an MIT project at all; it is for the 
teaching of physics anywhere. 

Senator E,Lenpver. But you got MIT to do it, and MIT benefited 
by it in some manner; otherwise they would not have done it; am I 
not right ? 

Dr. WATERMAN. In cooperation with scientists all over the country. 
It is a concerted job. 

Senator Erienper. All of these schools would like to have that 
because it adds to their stature; which is all right. 

Senator Macnuson. I may be wrong, but I think that in the field 
of education the country needs more of this than anything I know of. 

Dr. WATERMAN. It is a very important matter. 

Senator Magnuson. We are not telling them that they should do 
this in the various States or districts, but at least it is a guide for them 
to know how they can get more effective in their teaching of basic 
science. 

That is sadly lacking all over. This is exactly what the Russians do. 
And then we spend hundreds of millions of dollars to repair our 
defenses, because the Russians have done exactly this. 

I can take this whole program for the cost of one aircraft carrier 
and double it. 

Senator ELLenper. Senator Magnuson, I am not going to argue 
with you about what the Russians are doing. 

Senator Macnuson. Besides, they are doing well in science. 

Senator Extenper. That is what they put emphasis on. That their 
methods are far different from ours. We are so far ahead of them in 
our own methods. They have quantity, you understand, but we have 
quality at this end. 

Senator Magnuson. We want to keep it that way. 

Dr. Waterman. That is our point. 


FOUNDATION ROLE IN SUPPORT OF BASIC RESEARCH 


Senator Exitenper. The point I am making is that a good deal of 
the work that is now being done by private enterprise the Government 
is going to be doing before long if you keep on transferring it to the 
Government. That is what I am contending. 

a Waterman. I think we have a safeguard there, Senator El- 
lender. 

Senator Ex.senper. Your budget has been increasing from year to 
year and it is going to continue to do that. 

Dr. WATERMAN. Yes, sir. 

We do not really give the money to the university to use, but we 
give the money to the university for a scientist for a special problem. 
Thus the university is less dependent upon getting it, and unexpended 
funds revert to the Government. 

Senator Macnuson. It was intended that this program would start 
slowly and be expanded. That was the intent, and everybody in Con- 
gress knew it. 

Senator ELtenper. You have the same thing, as you pointed out, in 
heart and cancer research, all of which I voted for. It is-just simply 
mushrooming. In the hopper now in the Senate as well as the House, 
we have bills to subsidize students who are unable to go to college. I 
am for that to a certain extent. But if you expand that too much, 
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just see what is going to happen. The Government is going to be 
carrying the whole load. 

You do not want that, do you? 

Dr. WaterMAN. That is why I said and I would like to say again— 
because it 1s most important—that we badly need the trained scientists 
and the progress in science on which we can build, but we should not 
commit funds beyond research until we know for sure that a proposed 
costly development is feasible and that it will achieve a useful purpose. 
That is where the big money lies. 


SOUTHERN HEMISPHERE ASTROGRAPH 


Senator Macnuson. Doctor, I have several communications from 
universities and other people. One that I think we will want to put 
into the record is from Yale University Observatory, on this appro- 
priation. 

Senator Ex.enper. Is that the astronomy project we were talking 
about before ? 

Dr. Waterman. An astrograph that they are very much inter- 
ested in. 

Senator Eiienver. Is that the one in West Virginia? 

Dr. Waterman. No. The one they are interested in is the so-called 
astrograph. 

Senator ELtenper. Where is that located ? 

Dr. Waterman. I believe the plan in the letter—I have not seen 
the letter so far as 1 know—applies to an idea that Yale has of 
constructing and establishing a particular kind of telescope to be 
located in Australia. 

Does that letter refer to the astrograph ? 

Senator ELtenper. Yes. 

Dr. WarerMAN. There is one in the Northern Hemisphere, and 
the astronomers say we need one in the Southern Hemisphere. 

Senator Exitenper. Whose idea is that? 

Dr. Waterman. The astronomers in this country. 

But they need one in the Southern Hemisphere to match the one 
in the Northern, to get the kind of information that they want. This 
will be conducted by some American university and they have to go 
there to get it in the right spot. 

Senator Macnuson. They go to some length in this letter talking 
about tax structures where they might get a gift from individuals 
with smaller means than people who might be able to set up a 
foundation. 


TRAINING OF SCIENTIFIC MANPOWER 


What is JESSI? I suppose it is some sort of organization. 
Dr. WatrerMAN. That is a group in the Northwest that is inter- 
ested in the plan for training scientists. 


JUNIOR SCIENTISTS 


Senator Magnuson. Is that “Junior Scientists,” or something like 
that? 


Dr. Waterman. Junior Scientists. 
Senator Macnuson. Or maybe “Scientists of Tomorrow”? 
Dr. WATERMAN. Yes. 
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Senator Macnuson. We will put that letter into the file. 

They have a long letter here on this bill. What they are concerned 
with is setting up summer institutes in different schools on this matter. 

I think your program on revising this ea nnd cra is just one 
of the utmost importance, particularly in the field of physics. 

Senator Extenper. That you have been doing within your present 
appropriation and you are going to continue to do that. As I under- 
stood you, sir, this $25 million is for the two main items that you 
have given us. 

Senator Macnuson. They made a grant to Massachusetts Institute 
of Technology. 

Dr. WATERMAN. Yes. 

Senator Macnuson. But they will not make any grants this year if 
they do not get the extra money. 

Senator Eitenver. But that is a completed job; you can give the 
money to somebody else to carry on a project like that, can you not? 

Dr. WATERMAN. They will need more funds there. 

Senator Exienver. I know that; you can use plenty of funds. 

Dr. WaterMAN. I mean to complete the job. 

Senator Magnuson. At this point in the record, we will place the 
correspondence we have been referring to. 

(The correspondence referred to follows :) 


YALE UNIVERSITY OBSERVATORY, 
New Haven, Conn., March 20, 1957. 
Hon. Cart HaypeEN, 
Chairman, Senate Appropriations Committee, 
Washington, D. C. 


Dear SENATOR HayrvdEN: This letter is inspired by newspaper reports, toward 
the end of lust week, which inform the public that the Appropriations Com- 
mittee of the House of Representatives has voted, among other reductions in 
President Eisenhower’s budget proposal, to reduce the budget of the National 
Science Foundation from the proposed $65 million to $40 million. Some news- 
papers reported that the committee specifically cut out of the National Science 
Foundation budget all new programs and new facilities. 

To many this may appear as just a commendable reduction of the total Federal 
budget by $25 million. As a scientist aware of the importance to the country 
as a whole of providing increased support for basic research, I am dismayed by 
the evident lack of appreciation of the role of the National Science Founda- 
tion in this area of vita] national interest. 

The National Science Foundation was created by Congress by the enactment of 
the National Science Foundation Act in 1950. Over the past 6 years Congress 
has permitted it to grow from a small beginning to a level at which the Founda- 
tion is able to make a still modest start with larger undertakings than its funds 
permitted during the earlier years. Those of us who have followed the financial 
plight of universities and colleges in the postwar years have come to the prac- 
tically unanimous conclusion that large scale Federal support of basic research 
in universities and colleges is as essential to the welfare of the United States as 
many other activities supported by the Federal Government. Considering the 
needs of universities all over the country, an annual sum for basic research of 
even $65 million is still pitifully small. 

If I feel justified in voicing my support for the National Science Foundation 
in this letter, it is because I have been privileged to be in close touch with its 
activities over the past 6 years. For some years I served as a member of the 
Advisory Panel on Astronomy: since July 1, 1956, I am serving as a member of 
the Divisional Committee for Mathematical, Physical, and Engineering Sciences. 
I have therefore had the opportunity to become acquainted with the way in 
which the National Science Foundation has gone about its task. This has not 
been a pouring out of an abundance of funds in support of arbitrarily selected 
ventures. Every year the number of meritorious projects has been so far in 
excess of the available budget that allocations could be made only after a most 
careful scrutiny and the rejection or deferment of many first-rate proposals. 
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I am, of course, aware of the fact that there are other Federal agencies, such 
as the Office of Naval Research, the Atomic Energy Commission, and various 
others, that make available funds for research in universities. These other 
agencies were created to perform functions in relation to the defense departments 
of the Government. It is true that, since there is not always a clear dividing line 
between basic and applied research, these other agencies have actually enabled 
many university departments to carry on research in their chosen fields with 
the support of Federal funds. This has been a fortunate but rather incidental 
development. 

The history of science proves that the really great advances have, almost 
without exception, been made by scientists who were free to devote their talents 
toward the solution of problems of their own choosing. Restrictions by con- 
siderations of applications or by fitting research into a prescribed program set 
up conditions that may prevent the exceptional scientist from making his best 
contributions. The National Science Foundation is unique among Government 
agencies in that it can support basic research without any relation to its ultimate 
usefulness to the defense potential of the country. If the United States is to 
hold its own in the long term competition with the Soviet Union, it is in the 
fields of education and basic research that we must now provide greatest support. 

There are, of course, many questions that may be and have been raised in 
connection with direct Federal support of research in universities and elsewhere. 
Everyone connected with the National Science Foundation must have given many 
hours of thought to such problems as, if adequate funds are available, how is a 
body such as the National Science Foundation ever to arrive at a really equitable 
distribution of the funds at its disposal? Dr. Paul E. Klopsteg, Associate Direc- 
tor of the National Science Foundation, wrote two thoughtful articles in Science, 
vol. 124, Nos. 3228 and 3229, November 9 and 16, 1956. Dr. Klopsteg is par- 
ticularly concerned about the question raised in this paragraph. He recommends 
as an alternative solution of the problem a revision of the tax structure so that 
individuals with small means can support educational and charitable institutions 
with the same minimal tax penalty which now applies to those with large 
incomes. 

As Dr. Klopsteg points out, a “tax free” gift dollar from an individual with 
a $60,000 annual income actually costs him only about $0.20, whereas the “tax 
free” gift dollar from an individual with a $10,000 annual income costs him 
$0.80. If this disparity were removed, the choice of the institutions to be sup- 
ported would be up to the people of the United States rather than the responsi- 
bility of a small appointed group. I am strongly impressed by Dr. Klopsteg’s 
reasoning, although I do not believe that it solves all of the problems. For 
example, institutions that organize the strongest promotional activities would 
be at an advantage as compared with equally deserving institutions that fail to 
make their merits and needs so well known. 

The important point, however, is that it is up to the Congress of the United 
States to decide this issue. It created the National Science Foundation because 
it recognized that the need for such a foundation existed. If the Congress 
should wish to change its attitude and provide the necessary support of basic 
research by some other means, it can make the necessary provisions. As long 
as this has not been done, it appears to me that the Congress would make a 
serious mistake by denying to the National Science Foundation the appropria- 
tions that it needs in order to perform its functions more adequately. I there- 
fore urge upon you to consider this matter with all the seriousness that it 
deserves and, if you see fit to do so, use your influence to convince the Members 
of the Congress of the shortsightedness that would be exhibited by a reduction 
in the appropriation for the National Science Foundation. 

Respectfully yours, 


Drek Brouwer, Director. 


StaTE DEPARTMENT OF EDUCATION, 


Atlanta, Ga., March 7, 1957. 
Hon. RicHarp B. RUSSELL, 


United States Senate, Washington, D. C. 


Dear SENATOR RusseLt: We have been greatly concerned about improving 
our science program in the public schools, grades 1-12. To that end we have 
had a statewide science curriculum committee working for some time. After 
considerable study, this committee recommended a 2-year study program which 
would lead to a complete revision of our science curriculum, grades 1-12, and 
would produce a teacher guide in this area. 
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The State department of education asked the National Science Foundation 
for a grant-in-aid to finance this science curriculum program development. 
I am enclosing a copy of the request we have made to the National Science 
Foundation. We have just learned that the Foundation was not able to sup- 
port our request because they say they do not have sufficient unallocated funds 
this fiscal year. I have heard, although I have not been able to verify this, 
that the National Science Foundation did have some $39 million this fiscal year. 
Insofar as I can tell, the only funds for this type of program which has come 
to the State of Georgia has been a grant to Atlanta University in the amount 
of about $150,000, for scholarships for Negro science teachers for the summer 
of 1957. 

I was told at the National Science Foundation that so far no grant had been 
made to a State department of education but that all grants had been made to 
colleges or universities. Although I tried to make it clear that in our State, at 
least, and I believe this is true in all States, the responsibility for the program 
of instruction in the public schools is the responsibility of the State board of 
education and State department of education, by law. Because of this fact, we 
are not in a position to get any one of our colleges either public or private, to 
do this program because it is our responsibility and not the responsibility of 
any college. 

I am writing you because it seems to me that there are two fundamental 
issues here: 

(1) Should not the money made available by the National Science Foun- 
dation be more equitably distributed throughout the country? 

(2) Should not the National Science Foundation take into account that 
the improvement of science programs at the public-school level is of para- 
mount importance and that the States have responsibility for these pro- 
grams and that State departments of education are hard-put to it to secure 
funds for this kind of program? 

I happen to know that the National Science Foundation approved a grant of 
more than $300,000 to Massachusetts Institute of Technology for the purpose of 
preparing a course in high-school physics. While I believe that the Massachu- 
setts Institute of Technology can have much to contribute to the development 
of a course in high-school physics, I believe there should have been representa- 
tion in the development of such a project from the public schools. The purpose 
of this letter is to report a situation that seems to exist. I would hope that you 
might be interested to the extent that you would look into this situation. 

Sincerely yours, 

H. S. SHEAROUSE, 
Director, Curriculum Development. 


GEORGIA PROPOSAL 


A proposal for a science curriculum development prograin and a plan for the 
enrichment and strengthening of science teaching in Georgia and other South- 
eastern States. 


BACKGROUND AND IDENTIFICATION, OF THE PROBLEM 


A committee of the Georgia teacher education council made a preliminary 
study and partial analysis of the adequacy of science instruction in the public 
schools of Georgia. This council is composed of members of the Georgia State 
Department of Education, all of the institutions of higher learning accredited 
for teacher education, and public school representatives of administration, super- 
vision, visiting teachers, and classroom teachers. The committee’s report was 
made in 1951. It can be seen from this preliminary study that there is a strong 
indication of the necessity for developing : 

(1) A sequential and integrated science curriculum from the ist through 
the 12th grades. 

(2) Practical and workable instruction guides for implementing the inte- 
grated curriculum and related as far as possible to the resource materials 
in average teaching situations. 

(3) A program of science conferences which will provide refresher 
courses for the trained science teacher as well as additional subject matter 

and method courses to improve the competence of poorly prepared teachers. 
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(4) A program designed to help all teacher training institutions in de- 
veloping sound programs of preservice training for elementary teachers and 
for secondary teachers in the several science fields. 

(5) A program of science supervision and counseling for the inservice 
teachers. 

(6) Conferences for general orientation in the State, of the problems 
involved in the area of science teaching at college, secondary, and elementary 
levels. 

(7) District conferences throughout the State for the purpose of im- 
plementing the teacher guide and materials. 

(8) A program for securing the right kind of science teachers in the 
public schools. 


WHAT HAS BEEN DONE 


The State department of education appointed a science curriculum committee 
to study the above-mentioned needs and propose specific plans for meeting them. 
‘The nucleus of this committee is composed of the seven persons in the State who 
participated in the Southeastern Conference for the Teachers of Biology held 
in Gainesville, Fla., 1954. This study and proposal is partly an outcome of the 
Florida conference. The science curriculum committee members are as follows: 


H. S. Shearouse, director, curriculum development, State department of educa- 
tion. 

Uley T. Calhoun, president, science teachers association, Waycross, Ga. 

R. L. Cousins, director, Negro education, State department of education. 

Miss Althea Smith, Griffin High School, Griffin, Ga. 

L. M. Lester,* director, division of instruction, State department of education. 

Dr. Olive Renfroe, coordinator, teacher education, State department of education. 

ae W. B. Baker,* professor of biology, Emory University, Emory University, 

a. 

Dr. W. W. E. Blanchet,* administrative dean, professor of physical science, the 
Fort Valley State College. 

Mrs. Gordon Brown,* science coordinator, Atlanta city schools, Atlanta, Ga. 

Mrs. Jerry Lowe,* supervising teacher, high school science, G. 8. C, W. demon- 
stration school, Milledgeville, Ga. 

Dr. E. K. Weaver,* professor of science education, Atlanta University. 

Dr. Tully S. Pennington,* assistant professor, Georgia Teachers College, States- 
boro, Ga. 

Dr. Stanley Singleton, University of Georgia, Athens, Ga. 

Mrs. Bernice McCullar, chief, public information service, State department 
of education. 

Dr. Woodrow Breland, head education department, Georgia State College of 
Business Administration, Atlanta, Ga. 


(The seven members of this committee who participated in the Southeastern 
Conference for the Teachers of Biology, held in Gainesville, Fla., 1954, are 
designated by an asterisk.) The other>members of the committee are science 
teachers or members of the State department of education concerned with 
curriculum building. 

After a few orientation meetings, the original committee was reinstructed 
and asked to serve as a steering committee to: 

(1) Set up arrangements whereby college, high school, and elementary 
personnel may think together concerning objectives of science education in 
our public schools and ways to improve the teaching of science. 

(2) Set in operation the machinery for workshops or other means of 
producing a teaching guide. 

(3) Set up plans for utilization of the guide, after its completion. 

(4) Solicit financial aid to carry out the program. 

The committee envisioned an orientation conference of 2 days in the spring 
of 1957 for the purpose of bringing together selected public school people, repre- 
sentatives of administration, supervision, secondary science teachers, elemen- 
tary teachers, college people, representatives of administration, and teachers 
of science, together with selected lay persons, for the purpose of viewing to- 
gether the total problem of the teaching of science in our schools at the eollege 
level, secondary level, and the elementary level. It would be hoped that mutual 
understanding between these three levels and the lay public might be reached, 
and that tentative agreements as to possible solutions might be developed. 
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The committee also envisioned science work conferences to be held during the 
summer of 1957 bringing together selected personnel from the elementary, 
secondary, and college levels to develop a program of science, grades 1 through 
12, together with a tentative teacher guide in science, grades 1 through 12. It 
was proposed that during the year 1957-58 this teacher guide would be tried 
out by selected school systems in specific teaching situations. 

. Criticisms and amendments to the guide would be solicited and a small group 
would be appointed to evaluate, revise, and edit the tentative guide in the light 
of the suggestions from the selected systems. This work would be done in the 
summer of 1958. 

After complete revision, the guide would be published by the State depart- 
ment of education and placed in the hands of science teachers throughout the 
State. This would be done through a series of district conferences over the 
State in which administrators, supervisors, and teachers of science would be 
brought together to consider and discuss the teacher guide. Every effort 
would be made to help the teacher understand the guide in the hope that it 
would be effectively used. In addition, the committee made plans for work 
conferences primarily designed for public school teachers of science to work 
with the teacher guide and to take subject matter courses designed to improve 
the competence of these in-service teachers. The steering committee appointed 
a subcommittee to prepare detailed plans for the above outline. 
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THE SPECIFIC PROPOSAL 


It should be noted that this proposal does not take 50 or 100 public-school 
teachers out of their classrooms for a year. We feel that we could not afford 
at this time to entice classroom teachers away from the classroom but that we 
must find some other way to improve our program. It should also be noted that 
this proposal is for a complete curriculum development program of the entire 
State at both the preservice and inservice levels. Also, it is worthy of note 
that the State department of education approves programs for the educa- 
tion of teachers within the several institutions of the State. As an illustration, 
in college A, the State department of education approves all of the program 
for the education of teachers. One of these programs might be for the educa- 
tion of secondary science teachers. Therefore, the department can, in a real sense, 
affect the preservice training programs. Stated plainly, the State department 
of education is in a position to be quite clear and specific in the type of training 
it will demand from the teacher training institutions. 

The department now operates on the idea that after the curriculum of the 
public schools has been developed, that the institutions and the department 
cooperatively, decide on the competencies of teachers to carry out the program 
which has been developed. The institutions then undertake to train such 
teachers. Therefore, we feel this proposal has real significance. It is strongly 
felt that we must develop a program that will enable us to secure an adequate 
number, together with adequately trained science teachers for the public schools 
of the State. 

SPECIFIC CONFERENCES PROPOSED 


The committee proposes to set up the following conferences for 1957-58, each 
to be held on a university campus in the State where adequate housing and work- 
ing facilities can be secured : 


(1) Orientation conferences 


One conference will be at Fort Valley State College, Fort Valley, Ga. One 
conference will be at the University of Georgia, Athens, Ga. The participants 
will be selected from teachers of science of proven ability at all levels, elemen- 
tary, secondary, and college, together with important and outstanding admin- 
istrators, supervisors, and laymen. 

The purpose of this conferences will be to bring together these interested 
people to discuss through to as much understanding as possible the problems 
common to all involved in the teaching of science in our colleges, secondary 
schools, and elementary schools. Efforts will be made to give as much publicity 
through newspapers, radio, TV, and other media as possible in order that wide! 
spread direction throughout the State might be obtained. 

These conferences would be 2 days and a night in the spring of 1957. 
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(2) A 6-weeks work conference 


This conference will be held in the summer of 1957. It will be limited to 
around 50 participants all of whom would have been invited to the orientation 
conference. The purpose of the conference will be to develop a proposed science 
curriculum for the public schools of the State, grades 1 through 12, and also 
proposed curriculum for the preservice education of science teachers. In addi- 


tion, the conference will develop a tentative teacher guide in science, grades 
1 through 12, 


(3) An evaluation and editing conference 


Selected systems will be asked to use the tentative guide during the school 
year of 1957-58. There will be held in the summer of 1958 an evaluation and 
editing conference at which time the suggestions from the selected systems, and 
the work conference of 1957, will be evaluated, revised, and edited into a teach- 
ers guide. The participants for this evaluating and editing conference will be 
highly selected and experienced persons who are competent to evaluate such 
material and to process it into a finshed document for publication. It is antic- 
ipated that this work will take 5 or 6 weeks. 


(4) Four work conferences during the summer of 1958 for improvement of 
competence of science teachers 


The major emphasis of the conferences will be on science subject matter and 
method in the teaching field of both secondary and elementary teachers. Par- 
ticipants will be selected from applications made by science teachers in the 
State who feel the need of such training. Also, these teachers will have oppor- 
tunity to study the teachers guide and methods for implementing the curriculum 
proposed, which will have been produced. 


(5) Conferences for implementing the teacher guide, and the proposed 
curriculum 


These conferences would be held in the fall of 1958. They will be district 
conferences held throughout the State bringing together administrators, super- 
visors and teachers of science, secondary and elementary. They will be for the 
purpose of bringing to the public schools the teacher guide and the proposed 
curriculum which will have been produced and to provide opportunity for ade- 
quate consideration and discussion of the guide so that it may have more general 
acceptance and be more effectively used. 


(6) Conferences for college science teachers who teach in institutions where 
teachers are trained 


These will he 4-day conferences at the University of Georgia and at Fort 
Valley State College, to bring together college science teachers from the insti- 
tutions where teachers are trained. The purpose of the conferences will be to 
give college teachers an opportunity to work through the science curriculum, 
both preservice and in-service, which has been developed, and to make plans for 
implementing the program in the teacher training institutions. Special effort 


will be made to include the persons who would be staff members in the four 
summer conferences mentioned above. 


DIRECTOR 


In order to give proper direction and continuify to the items in the proposal 
outlined above, the services of a full-time project director will be required. 

A project director and leaders as well as consultants for the individual con- 
ferences will be selected, who are satisfactory to the grantor and to the State 
depurtment of education and to the steering committee. 


FINANCIAL SUPPORT REQUESTED FROM THE NATIONAL SCIENCE FOUNDATION 
I. ORIENTATION CONFERENCES 


Date: Spring of 1957 (2 days). 

Place: University of Georgia, Athens, Ga., and Fort Valley State College, Fort 
Valley, Ga. 

Sponsor: State department of education, University of Georgia, Fort Valley 
State College. 

Cooperating agencies: Georgia Science Teachers Association, Georgia Teacher 
Education Council, Georgia Academy of Science. 
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Major objectives 


A. To familiarize science teachers, elementary and secondary, college admin- 
istrators, laymen, industrialists, with the need and objectives of an adequate 
science program in the State and with the plans for meeting them. 

B. To solicit the cooperation of all groups involved in aiding and in formula- 
tion and implementation of plans for a long-range program for improvement of 
science teaching in Georgia. 


Participants: 


. Elementary teachers 

. Secondary teachers 

. College teachers 

. Public school administrators 

. College administrators 

State department personnel involved in curriculum development and 
science instruction 

. Representatives of industry and applied science 

. Interested laymen 


OA HOURS 


SELECTION OF PARTICIPANTS 


Specially qualified individuals will be invited to participate. Selection will be 
made by the Steering Committee with the approval of the State Department of 
Education. Geographical distribution of the State will be a factor in selection. 

The committee will be careful to select representatives from administrators, 
supervisors, classroom teachers of science at all levels, secondary, elementary, 
and college, also college administrators and important lay representatives of 
industry, labor, business, civic, amd fraternal organizations. Approximately 140 
persons will be invited to the University of Georgia conference and 60 persons 
to the Fort Valley State conference. 


Budget 


Room $4 per person, per day (2 days) 
Meals $3 (2 days) 
Travel (average 200 miles), per participant 


SRE, BG icc een mecene anos enceeeUeuek ld ale 5, 600 
14 leaders and consultants at Athens conference, at $100 

6 leaders and consultants at Fort Valley conference, at $100 

Expenses for leaders, at $28 

Secretarial and administrative 


II. WORK CONFERENCES FOR CURRICULUM STUDY, AND FORMULATION OF 
INSTRUCTIONAL GUIDES 


Date: Summer of 1957 (6 weeks) (30 workdays). 

Place: Emory University and Atlanta University. 

Sponsor: The State department of education and cooperating agencies. 
Major objectives 

1. To determine the basic concepts of the various scientific disciplines which 
we consider necessary to give the students who attend the public schools. 

2. To organize these basic concepts in a sequential manner in the construction 
of an adequate and practical curriculum. 

3. To determine practical plans for the integration of the concepts of the dif- 
ferent scientific disciplines in the education of the child as a complete individual. 

4. To determine the most practical and effective methods of inculcating in the 
student’s mind the use of the scientific methods of observation and experimenta- 
tion in arriving at truth. 

5. To produce a tentative, sequential instructional guide in science from grades 
1 through 12. 
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Selection of participants (work conference) 

Fifty participants will be selected; 30 for Emory University campus, 20 for 
Atlanta University campus. 
A special committee will pass on all applications and select participants so as to 
give: 

(1) A cross section of representation of science teaching interest at all 
levels, elementary, secondary, college, and teacher training. 

(2) A geographical distribution throughout the State in order that specific 
regions with their local problems and resources may be represented. 

(3) A group of experienced teachers at all instructional levels who have 
proven to be successful in stimulating interest in science and developing 
competent science students. 

(4) A congenial group who have gained recognition as permanent mem- 
bers of the teaching profession. 

Qualifications of participants 

(1) Have bachelor’s degree. 

(2) At least 3 years successful science teaching in high school. 

(3) At least 3 years successful teaching in elementary school with special 
emphasis in science. 

(4) Adequate scholastic ability as evidenced by college transcript. 

(5) High potential ability as a teacher, high character as evidenced by letters 
of recommendation. 


(6) Declares intention to return or enter teaching of secondary school science 
and/or mathematics. 


(7) Must be recommended by superintendent or supervisor and be acceptable 
to State department. 


Budget 
2 staff members in general curriculum development, at $1,200_.._...___ $2, 400 
2 staff members in science curriculum development, at $1,200____-_____ 2, 400 
10 special consultants (2 physics, 2 chemistry, 2 biology, 2 earth science, 

QUT CGMOE Ds Bk, GAD revecncterrriretstenthhnnn bininigpiectvphbtbeemdalalietindl 4, 000 
30 participants at Emory University, at $700_._._-_.--___--__-___-.--_____ 21, 000 
20 participants at Atlanta University, at $700__-_._-_--__-_____--_-_______ 14, 000 
dis CURIONI GU I ss caisniinds sheespecenptledes ema ibaa Sianeli ha iaebiiiaiiieal 1, 000 
SOURED ATNIE, SP UINON INE essences cirensvi vives siecle antnmalinemnaimiamal 1, 500 

Tih cits eens nic tcninrniecaiiniia lieth tt bilan a ans acts ieee 46, 300 


Ill. EDITING CONFERENCE 
Date: Summer 1958. 


Place: Suitable center combining privacy, adequate facilities and informal 
atmosphere. 


Sponsor: State department of education and cooperating agencies. 
Objective 
A small and qualified group will edit the instructional guides and prepare them 
for publication and distribution. 
Participants 
A qualified representative of each of the instructional levels: 
Primary—1, 2, 3: 2 
Intermediate—4, 5, 6, 7: 2 
Junior High—General science: 2 
Secondary school—Physics, biology, chemistry, geology: 4 
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Budget requested 


Honorariums for 10 members, at $700 

4 consultants for 4 subject areas, at $500 

2 consultants for methods, at $500 (elementary and high school) 
Clerical assistance and office expense 


Collateral support from state department of education: 
Printing and distribution 
Clerical assistance 


Iv. WORK CONFERENCES FOR IMPROVEMENT OF SCIENCE TEACHING IN GEORGIA AND 
INCREASING COMPETENCE OF TEACHERS 


Date: Summer of 1958 (6 weeks). 
Places: Atlanta University, University of Georgia, Emory University, Mercer 
University. 
Sponsor: State department of education. 
Cooperating agencies: 
Georgia Science Teachers Association 
Emory University 
University of Georgia 
Mercer University 
Atlanta University 


Major objective 


A. To derive greatest advantage of the work conference of 1957 and secure 
most effective use of the teaching guides and the science curriculum developed. 

B. To provide subject matter and methods courses for prospective and inservice 
teachers so as to increase their competence. 

(1) To provide better communication and understanding between inservice 
and preservice teachers in meeting the problems involved in long-range 
improvement in science teaching. 

(2) To evaluate a curriculum prepared in the 1957 work conference and 
relate the instructional guide to the subject matter and methods courses 
provided as applicable to science instruction in local teaching situations and 
the use of local resource material. 

(3) To provide the opportunity for cooperative study of the basic concepts 
of the different disciplines in science and the problems involved in science 
instruction at the elementary, secondary, and collegiate levels, 

(4) To provide and evaluate the usefulness of free and low-cost teaching 
aids for the improvement of science teaching. 

(5) To provide simple but effective laboratory experience and demonstra- 
tions applicable to the different levels of instruction. 


Courses to be offered 


1. Basic courses in physical, biological, and earth science accompanied by 
demonstrative experiments and field trips applicable to different levels in 
instruction. 

The staff members for these courses will be selected from the university facul- 
ties of the cooperating institutions, special leaders and consultants to be selected 
from schools and industries in the region. 


Credit 


Proper credit will be arranged for transfer to the institution of the student’s 
choice, and will be accepted by the State department of education for purposes 
of certification. 

Conference facilities 


Science buildings with laboratories and rooms for large and small groups will 
be provided for instruction. 
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Selection of participants 

A. A selection committee in cooperation with the State department of educa- 
tion will receive all applications. 

Participants will be selected so as to give: 

(1) Both inservice and preservice teachers whose records indicate indus- 
try, enthusiasm, and originality. 

(2) Representatives of various types of school systems, small, medium, 
and large, as well as public and private and concerned with elementary, 
secondary, and college instructional levels. 

(3) Representation of administrative and supervisory personnel involved 
in science supervision and instruction. 

B. Eligible participants : 
1. Elementary teachers who have shown interest in science teaching. 


2. Junior high teachers, particularly those who have shown competence in 
general science courses. 


3. High school teachers of: biology, chemistry, physics. 


4. Selected administrative and supervisory personnel who are particularly 
interested in science. 


5. Preservice teachers. 
Budget requested : 


100 participants, at $00Q. os 2c oek oo ee $60, 000 
TZ Sta BADE, HE Bo eeica neesneseeccenenieeeenwee 14, 400 
8: special consultants, at. $400... 3, 200 
CITT ice cerca, <dbesinminscitietentnennrenshnnsetnncatiesincnisennbitianamermandat aaa 2, 000 
Supplies and materiaie.. nite neste 800 
Hxpendabile equipment —.........._ he ee 250 

Seen een tence iaapiedeii ee tecaientes a teectnei meee 80, 650 


Collateral support from State department of education and participating 
institutions: 


State department of education, publicity___._.........-......____- 200 
PRICE URT IIT” CUTIE on eiunhanisaaninaimarinemeinee 500 

Participating institutions: 
LADOFTRCOLY GIUIIIIOOE cee stcw nr een tb al dele 100 
ARNEL TNR Es ciicascting ncn eta eee cree an aeceet nae 100 
I ain cage civnicne et acta tape recent eaten ieee a 250 
Mra rece cies aecgp ipl oecenehtetaieg ipa nage Del a ce 1, 150 


Vv. CONFERENCES FOR COLLEGE SCIENCE TEACHERS WHO TEACH IN INSTITUTIONS 
WHERE TEACHERS ARE TRAINED 


Date: Spring of 1958 (4 days). 


Places: University of Georgia, Athens, Ga., and Fort Valley State College, 
Fort Valley, Ga. 


Sponsor; State department of education. 
Major objective 


(1) To bring together the college science teachers who will be expected to 


implement the curriculum which has been planned for the training of science 
teachers. 


(2) To be sure and bring together the persons who will be the staff members 
for the conferences in the summer of 1958. 


yu699—_57——-19 
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Budget request 


Room $4 per person per day (4 days) $16. 00 
Meals, $3 (4 days) 12. 00 
Travel (average 200 miles) 14. 00 


Total 42. 00 


80 participants *_- 3, 360. 00 
8 leaders and consultants at Athens, at $200 1, 600. 00 
4 leaders and consultants at Fort Valley, at $200 800, 00 
Expenses for leaders__-~-- 504. 00 
Secretarial and administrative 500, 00 
6, 764. 00 
160 participants at University of Georgia, Athens, Ga.; 20 participants at Fort Valley 
State College, Fort Valley, Ga. 
A proposal to the National Science Foundation for a program for the improve 
ment of science Teaching and a science curriculum: 


Total Budget Requested 


Orientation conferences I $8, 680. 0 
Work conferences II 46, 300. 
Editing conferences III 11, 500. 
Instruction work conferences 1V 80, 650. 
College work conferences V ; 6, 764. 
Total... 


perenten (fall -time) 2) seerGse2 ccc ecdsceri Geebeeksy apie 6. 000. 
Expenses of director (travel) , 3, 600. 


IIR scsi os oe ot ee ie ee ee a f > 6, 000. 


2 associate directors (part time) —_ 8, 000. 


Travel (associate directors) ‘ 2, 000. 
35, 600. 
- 189, 494. 


A oi 2 oo RE As Sc. 217, 818. 10 


Collateral support from State department of education and the 
erecting imatitaiient. os chi le 6, 650. 00 


ACCOMPLISHMENTS OF THE FOUNDATION 


Senator Macnuson. We are placing your statement in the record 
in full, Doctor. 


In your letter to me of April 1, Doctor, you make the statement 
that : 


I believe that a number of accomplishments of the Foundation during the past 
few years have never been made known to the Appropriations Committee. 

You say you are enclosing a copy of your testimony before the 
House committee. Is there anything you want to tell us there that 
we do not know? It will not be contained in the testimony before 
the House; that is the House Interstate and Foreign Commerce Com- 
mittee, is it not? 

Dr. WATERMAN. Yes, sir. 

Senator Macnuson. We will get a copy of that and make that a 
part of the record so that we will have those things listed. 
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Dr. Waterman. All right, sir. Those have a lot to do with the in- 
crease in the attention that we are putting on policy formation for 
the Government. We have a very well agreed ape policy now with 
respect to the support of basic research, and we have made a number 
of contributions here, which we wanted to point out and did point 
out in that report. 


(The information referred to follows :) 


STATEMENT OF ALAN T. WaTERMAN, DireEcTOR, NATIONAL ScIENCE FOUNDATION 


Mr. Chairman and members of the committee, it is indeed a pleasure and 
an honor to appear before you. Next May 10 will mark the seventh anniversary 
of the National Science Foundation Act. It is therefore most appropriate that 
the Foundation should report to the Interstate and Foreign Commerce Committee 
at this time, and I appreciate your invitation to do so. I shall attempt to outline 
some of the more significant accomplishments of the Foundation during the past 
few years, then outline some of the problems confronting us today, and conclude 
by attempting to give some idea of the scope of the job still to be done. 

Many of the members of this committee are intimately familiar with the 
National Science Foundation Act. Several members of this committee actively 
participated in the discussion and debate over a period of 5 years that resulted 
in the act. The development of the act, and the response of Congress in the suc- 
ceeding years, have given tangible evidence of strong congressional interest in 
the promotion of scientific activity for the national welfare. 

As you know, the responsibilities vested in the Foundation by the act are broad. 
The major functions of the Foundation can be summarized as follows: To 
develop and encourage the pursuit of a national policy for the promotion of basic 
research and education in the sciences; to initiate and support basic seientific 
research and to appraise the impact of research upon industrial development and 
the general welfare; to award scholarships and fellowships; and to foster the 
interchange of scientific information among scientists in the United States and 
foreign countries. These I interpret as the basic functions of the Foundation. 
The Foundation, of course, has many other important responsibilities under the 
act. Before taking up the Foundation’s regular programs I would like to outline 
for you some of the Foundation’s accomplishments over the past 6 years in the 
broad area of policy development as well as in other areas not specifically related 
to the Foundation’s regular programs. Many of these activities have been under- 
taken at the express request of Congress or as the result of requests initiated 
within the executive branch. However, many of these activities were undertaken 
on our own initiative in fulfilling our responsibilities under the act. 


SURVEYS OF THE RESEARCH AND DEVELOPMENT EFFORT OF THE UNITED STATES 


First, and in the long run perhaps the most important, the Foundation has 
completed comprehensive surveys of the research and development effort of the 
United States, in terms of expenditures incurred and manpower employed in 
research and development by industry, universities, Government, private founda- 
tions, and other sectors of the economy. Continuing sampling studies will be 
made for the purpose of deriving trend information on the performance and 
financing of research and development by these sectors. It is upon this solid 
base of factual information that the executive and legislative branches of the 
Federal Government can consider the future actions which may be proposed with 
respect to the national research and development effort. 

You may be familiar with some of the reports that have resulted from these 
studies such as Federal Funds for Science and Scientific Personnel Resources. 
The latter report has been cited by at least one outstanding authority in the 
scientific manpower field as being the most reliable source book of facts on the 
supply, utilization, and training of scientists and engineers. 


INTERNATIONAL GEOPHYSICAL YEAR 


The Foundation is responsible for taking the leadership within the executive 
branch for coordinating the Government’s efforts in support of the International 
Geophysical Year. The International Geophysical Year begins officially next 
July. It represents one of the greatest, and certainly the most comprehensive, 
scientific programs ever undertaken by man. More than 50 nations are eooperat- 
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ing in coordinated worldwide observations of geophysical phenomena during the 
next year and a half. You are familiar with some of the more dramatic pro- 
grams of the International Geophysical Year, such as the forthcoming launching 
of an earth satellite and the present major expedition to Antarctica to establish 
scientific observing stations. 

The International Geophysical Year is sponsored by the International Council 
of Scientific Unions, better known as ICSU. In the United States the National 
Academy of Sciences is the adhering body to ICSU. The scientific program for 
the United States is developed and administered through a United States 
national committee established by the Academy-Council. As a result of the 
Foundation’s broad authority under the act, the Academy requested the Founda- 
tion, as a Federal agency, to request the necessary funds from the Congress for 
the United States program. After careful consideration, the Foundation came 
to the conclusion that it would be in the best interest of the country to support 
this scientific undertaking, and ascertained whether, as a matter of policy, the 
United States Government would undertake to finance and support the proposed 
scientific program. The decision being in the affirmative, the Foundation 
requested the necessary funds. 

The response of the Congress to the Foundation’s request for funds was most 
encouraging and clearly expresses their understanding of the role of science 
in the world today. A total of $89 million has been appropriated to the Founda- 
tion for the International Geophysical Year program, and I am happy to report 
that this great scientific venture is going forward on schedule. In addition to 
its responsibility for coordinating the program amont Government agencies, the 
Foundation is responsible for securing and administering the funds required 
for the United States scientific program for the International Geophysical Year. 
The Department of Defense, particularly the Navy, is of course playing a major 
role in the International Geophysical Year program. 


FEDERAL INTERNATIONAL SCIENCE ACTIVITIES 


Also in the international field, the Foundation prepared for the Executive 
Office of the President last year a report on the role of the Federal Government 
in international scientific cooperation; this report is still under consideration 
in the executive branch and has not been released for publication. 


SYNTHETIC RUBBER RESEARCH 


As you know, during World War IT and immediately theresfter, the Federal 
Government, through the RFC and later the Federal Facilities Corporation, 
operated a vast program for the development and production of synthetic rnbher. 
The Rubber Producing Facilities Disposal Act of 1953 established a Disposal 
Commission to recommend disposition of the Government’s holdings. The Com- 
mission, in its report to Congress, recommended that the rubber-producing 
facilities be offered for sale, pnd that further study be given to the necessity of 
continuing the research activities. 

Consequently, the Commission recommended the transfer of these research 
activities to the National Science Foundation for a trial period of 1 year, during 
which time the Foundation would evaluate and recommend as to the future 
role of the Federal Government with respect to the conduct and support of basic 
reseorch in synthetic rubber. Under the authority of our act, the Foundation 
established a special commission to evaluate the synthetic rubber research 
program and recommend as to its future. 

As a result of this study, the Foundation determined that the national interest 
no longer required Government support of research directed specifically toward 
synthetic rubber, and recommended that the Government laboratories at Akron, 
which cost in excess of $2 million to construct, be offered for sale. The Congress 
concurred in these recommendations, and the laboratories were closed as of last 
June. They are now up for sale. Research contracts with the universities were 
discontinued at the same time. Support of some of the high polymer research 
was continued under regular Foundation gronts as being of the type normally 
supported by the Foundation in the field of chemistry. 

The Foundation was able to save sufficient funds from the $2,227,000, trans- 
ferred from FFC to operate the program for the 1 year, to bear the cost of closing 
out the program in the succeeding vear, including the cost to the General Services 
Administration of placing the laboratories in standby condition prep»ratory to 
sale. The action recommended by the Foundation has resulted in a reduction in 
Government expenditures of some $2 million annually. 
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CONSIDERATIONS OF LOYALTY IN GOVERNMENT SUPPORT OF UNCLASSIFIED RESEARCH 


One of the basic objectives of the National Science Foundation is the pro- 
motion of progress in science. For thir reason the Foundation is vitally con- 
cerned with the relationship between tie Federal Government and American 
scientists. Therefore, in its early years the Foundation recognized that the 
establishment of policy relative to the loyalty of scientists working in the 
area of Government-supported unclassified research was a delicate matter of 
major importance. 

Several years ago the Foundation adopted after serious consideration what is 
believed to be a sound policy. Last year the White House requested Dr. Detley 
Bronk as the president of the National Academy of Sciences to appoint a com- 
mittee on loyalty in relation to Government support of unclassified research. 
The report of this committee was made public shortly after the end of fiscal year 
1956. We have been pleased that the policy which has now been adopted by 
the departments and agencies is consistent with the principles adopted by the 
Foundation and recommended by the Academy Committee. In announcing policy 
on the subject, the Assistant to the President said: ‘It is noted that these prin- 
ciples are essentially those which support the policy of the National Science 
Foundation.” 


MINERALS RESEARCH 


The rapidity with which the United States is depleting its once vast mineral 
resources led to the establishment by the President in 1951 of a Materials Policy 
Commission, known as the Paley Commission, to study the problem. 

You may be familiar with the gravity of the situation on outlined by the 
Commission’s report. Again because of the breadth of the NSF Act, the Founda- 
tion was called upon for assistance. The Materials Policy Commission recom- 
mendation calling upon the Foundation stated: 

“That an intensive program of basic scientific research and technical develop- 

ment be undertaken on techniques and instruments of exploration of minerals. 
The first step should be the appointment of a special commmittee under the 
National Science Foundation, made up of outstanding experts from Govern- 
ment, private industry, and universities, to make a full inventory of existing 
scientific and technical knowledge and research projects in the field, to deter- 
mine the areas of greatest need for further research and development, to devise 
a coordinated program to be carried out by private groups and such Federal 
agencies as the Bureau of Mines, Geological Survey, Bureau of Standards, and 
Office of Naval Research, and to estimate the cost of the program and the extent 
to which it will require supporting funds from the Government.” 
Under the authority contained in our act a distinguished special Advisory Com- 
mittee for Minerals Research was appointed and began immediately to study 
the problem. In May of last year the committee submitted its report to the 
National Science Board. The report is now under active consideration both in 
the minerals industry and in Government. 

A similar request was made of the Foundation by the 84th Congress, in which 
the Foundation was requested to study the need for a geophysical research insti- 
tute in the Territory of Hawaii. Again an advisory committee was appointed 
by the National Science Board and a final report is now in the process of develop- 
ment. The National Science Foundation has this report under consideration 
and a recommendation will be made to Congress by the prescribed date. 







MEDICAL RESEARCH PROGRAMS OF THE DEPARTMENT OF HEALTH, 


AND WELFARE 


EDUCATION, 


At the request of the Secretary of the Department of Health, Education, and 
Welfare, the Foundation appointed a special committee of outstanding physicians 
and scientists to review and make recommendations on the medical research 
programs of the Department. This report was made available to the Anpropri- 
ations Committee of the House upon its request. 
DEVELOPMENT OF A POLICY FOR THE PAYMENT OF INDIRECT COSTS IN CONNECTION 
WITH FEDERALLY SUPPORTED SCIENTIFIC RESEARCH 


In 1954 the Bureau of the Budget requested the Foundation to review present 
practices and to develop a policy for the payment of indirect costs of research 
supported by the Federal Government at our universities and colleges. This was 
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indeed a complex problem—fraught with major differences in practice as well as 
in opinion. The Foundation in July 1955 submitted a report to the Bureau of 
the Budget in which a policy for the payment of indirect costs was recommended. 
Since that time the Foundation, at the request of the Bureau, has “taken the lead 
in working with other agencies to develop an acceptable basis for cost par- 
ticipation.” We have worked closely with the agencies concerned, AEC, HEW, 
the Navy, Army, and Air Force, and of course, the General Accounting Office, the 
Bureau of the Budget, and Treasury. 

I am pleased to report that a solution to the indirect cost problem has been 
sufficiently developed so that the matter is now up for consideration before one of 
the committees of Congress. 


SOVIET PROFESSIONAL MANPOWER 


One of the most significant accomplishments of the Foundation during the past 
years was extremely modest both in dollar amount and in effort expended. It 
consisted solely of supplying a few thousand dollars in support of a study and 
the printing of a book. ‘The title of the book is Soviet Professional Manpower, by 
Nicholas De Witt. The book provides the most complete information available 
in the United States today on the education and training of Russian scientific 
and technical personnel. The book has had a profound influence on our national 
thinking in connection with science and scientific manpower and I believe the 
Foundation is indeed justified in taking pride in the role that it played. 

I shall cover the scientific manpower situation in more detail later in my dis- 
cussion of the Foundation’s programs but I should like to make just one addi- 
tional point in this area to illustrate the varied responsibilities of the Founda- 
tion. In 1956 the Foundation was given the responsibility of providing staff 
services to the President’s National Committee for the Development of Scientists 
and Engineers. This committee was formed to develop means of stimulating 
non-Government programs for the development of well-qualified manpower to 
meet the United States economic, health, and defense needs. This is a grass- 
‘roots approach to the problem of increasing our scientific manpower potential 
and quite properly emphasizes the responsibility for action by State and local 
governments as well as by industry and local communities. 


OTHER ACTIVITIES 


There are several additional accomplishments lying in the area of policy de- 
velopment and interagency cooperation which I should like to mention briefly. 

Through arrangements with the Library of Congress and the Office of Tech- 
nical Services of the Department of Commerce, the Foundation has established 
machinery whereby scientific information contained in research project reports 
of Government agencies and their contractors is made available to United States 
science and industry. 

The Foundation has just completed a report on the status of high energy nu- 
clear accelerators in the United States along with findings and recommendations 
for future Government and other action needed to assure scientific and techno- 
logical progress in high energy physics. This report was developed in response 
to requests from the Department of Defense and the Atomic Energy Commis- 
sion. 

On the initiative of the Foundation and with the cooperation of the Depart- 
ment of Commerce, a study was undertaken of the extent to which a liberalization 
of provisions of existing patent legislation regarding prior publication of dis- 
ecoveries arising from research would stimulate increased publication by indus- 
try of the results of research, particularly basic research. As a result of this 
study, it was concluded by both agencies that such an amendment would not have 
the desired effect and would not be in the best interests of the national economy. 

A second study dealing with a particular segment of the patent system is now 
underway—namely, the extent to which present licensing policies of the Gov- 
ernment inhibit or encourage the technological application of Government-owned 
patents. This study is also being carried out by the Department of Commerce 
in collaboration with the Foundation. 

The Foundation has prepared at the request of the Bureau of the Budget a 
report dealing with the Federal financial support of facilities and equipment 
required for the conduct of scientific research, including recommendations for 
executive and legislative action. This report is virtually completed and will be 
transmitted to the Budget Bureau later this spring. 
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The Foundation is participating in an interagency task force exploring the 
participation of small business in Federal research and development contracts. 
Other agencies participating include the Department of Commerce, Bureau of 
Standards, Atomic Energy Commission, Small Business Administration, and 
Department of Defense. 


DUPLICATION IN BASIC RESEARCH 


The final subject that I should like to bring up in presenting the general ae- 
complishments of the Foundation is one with which many of you are familiar. 
In the early years of the Foundation there was much concern expressed by the 
Congress over the danger of undesirable duplication in research. I am happy 
to rej ort to this committee that insofar as basic research is concerned this dan- 
ger no longer exists. This coordination has been achieved primarily through en- 
suring the exchange of information among science administrators of the various 
agencies. Much of this coordination is accomplished on an informal cooperative 
basis—a method for which I have received some criticism as you gentlemen may 
know. The end result would, I believe, however, satisfy the severest critic. For 
the past several years we have published a list of Federal grants and contracts 
for unclassified research in the life sciences. This year we are taking steps to 
expand this effort to include the mathematical, physical, and engineering sciences. 
I should like to make one quote from the introduction to our latest report on the 
life sciences. “The listing contains 9,496 projects which were active during the 
period July 1, 1954 to June 30, 1955. The total rate of support represented by 
the projects approximates $82,544,000 * * *. The listed projects were supported 
by some 18 agencies or their subdivisions and it is believed that this comprises 
essentially all Federal agencies and subdivisions which support unclassified re- 
search in the life sciences by means of grants or contracts. Thus, the report 
is com) lete to the extent that these agencies reported the pertinent life sciences 
information.” 

These listings in effect serve as a directory of all projects supported by Federal 
agencies at colleges, universities, and other organizations, and enables any agency 
in reviewing a proposed project to ascertain at a glance if any similar project is 
already receiving Federal support. While such listings are published annually, 
current iniormation on research projects and agency programs is exchanged 
among the various agencies on a monthly basis. 

However, I would like to stress that these accomplishments would not have 
been possible without the full cooperation of Federal agencies engaged in re- 
search, and the understanding, good will, and wise counsel of the Congress, the 
Bureau of the Budget, and the General Accounting Office. I do not wish to 
leave with you gentlemen the impression that we see the end of the road in 
the area of policy development. Many major problems still loom before us 
and there is much still to be done. I definitely wish to leave with you our feel- 
ing of accomplishment and our assurance that progress will continue to be made. 


OBJECTIVES OF THE NATIONAL SCIENTIFIC EFFORT 


Before outlining our accomplishments and progress in connection with the 
agency’s regular programs, I should like to cover briefly the objectives of our 
national scientific effort and some of the problems connected with meeting these 
objectives as I see them. 

Our age of technology is founded directly upon science, and our future as a 
Nation will depend in no small measure upon our ability to maintain and to 
increase our progress in scientific research and in technological development. 

Although the objectives of our national scientific effort are continuing and 
long range in character, they can be achieved only by taking immediate steps to 
solve highly complex and interrelated problems now impeding national progress 
and security. 

First, the conduct of basic research must be strengthened so that the requisite 
fundamental scientific knowledge is available for the maintenance of our na- 
tional economie and military leadership. The importance of basic scientific 
research was stressed by Dr. Vannevar Bush in Endless Horizons, where he 
stated : 

“* * * Basic research leads to new knowledge. It provides scientific capital. 
It creates the funds from which practical applications of knowledge must be 
drawn. New products and new processes do not appear full-grown. They are 
founded on new principles and new conceptions, which, in turn, are painstak- 
ingly developed research in the purest realms of science * * *.” 
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Yet, basic research has received only limited attention from the two primary 
“users”—industry and government. The most recent data available show how 
small a fraction of research and development funds have gone to basic re- 
search—4.1 percent by industry in 1953, and 6.5 percent by government in fiscal 
year 1955. In a democracy we cannot raise the level of basic research by fiat. 
However, more basic research can be secured by supporting greater numbers 
of the scientists who are now available and who are competent to perform such 
research. 

Second, greater numbers of competent scientists are required to carry on basic 
research and to instruct advanced students, especially in view of the coming 
increases in college enrollments. The training of a scientist is long, difficult, 
and expensive. Therefore, outstanding graduate students in science must be 
enabled to complete their training and to encourage others to take additional 
training which will increase their effectiveness. This latter is an excellent 
short-range approach which makes fully trained young scientists immediately 
available. 

Third, the national interest requires an increased quantity and improved 
quality of science teachers, particularly in the high schools. In the face of a 
23-percent increase in high-school enrollments between 1950 and 1956, the num- 
ber of qualified college graduates entering high-school science teaching has 
decreased. We need also to improve the quality of our present science teaching. 
Of 70,000 science teachers presently in the high schools, only half have majored 
in the subject taught. Better training for our future scientists requires that 
everything possible be done to raise the qualifications of our present science 
teachers and to encourage greater numbers of qualified college graduates to 
enter high-school teaching. 

Fourth, more able students must be motivated to become scientists and engi- 
neers and especially to become teachers of these subjects. There will be an 
increasing need for such persons in future years. Yet, statistics indicate that of 
our young people, capable of college work—the top 20 percent of an age group— 
less than one-half enter college, and of these only about three-quarters graduate. 

Fifth, the Nation’s colleges and universities need modern research equinment 
in order to make the most effective progress in basic research and in the training 
of scientists. As science develops, complex and expensive research tools have 
been created and new fields, requiring extensive instrumentation, have emerged 
which are beyond the capacity of the universities to provide. 

Sixth, methods must be improved for making research results available to 
American scientists. Instances are numerous where important discoveries have 
been postponed and research unnecessarily duplicated because results of prior 
research have not been readily available. 


THE FOUNDATION’S PROGRAMS 


The programs of the Foundation are balanced to assist in the attack on each 
of these problems. Again we have had the full support of Congress and other 
Federal agencies toward achieving our goal. As an indication of the continuing 
support we have received from the Congress, our basic appropriation has in- 
ereased from the $225,000 for purely administrative expenses in fiscal year 1951 
to $40 million in 1957. 


SUPPORT OF BASIC RESEARCH 


Since 1952 the Foundation has encouraged and supported high-quality selected 
basic research, to provide the fundamental scientific knowledge upon which tech- 
nical application and development ultimately rest. In the period 1952-56 we 
obligated about $24 million for the support of basic research projects. This 
amount not only permitted the undertaking of 1,900 worthwhile scientific re- 
search projects but also provided advanced training to about 2,900 graduate 
students who worked on these projects under the supervision and guidance of 
senior scientific investigators. We expect that an additional 900 research grants 
will be supported this year, providing training to still more graduate assistants. 

As Congress directed in one of the provisions of our act, we have paid atten- 
tion to providing an appropriate geographic distribution of research support. 
For example, in fiscal year 1956 over 200 institutions in 47 States, the District of 
Columbia, Hawaii, and Puerto Rico received grants in support of research pro- 
posals. The average value of each research grant was $13,800, and the average 
grant duration was 2.1 years. 
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Results of basic research in terms of technological use cannot be completely 
evaluated until years after the research has been completed, since rarely is one 
individual research project solely responsible for a significant practical applica- 
tion, Nevertheless, the Foundation makes advance appraisal of each individual 
research proposal in terms of scientific merit and potential significance. Bach 
individual proposal is reviewed and rated by scientific consultants and advisory 
panels as well as by the professional staff of the Foundation. 

As an interim postevaluation of the competence of the individual investigators 
whose work is supported by the Foundation, it is significant to note that through 
June 30, 1956, over 1,000 scientific papers have resulted from NSF-supported re- 
search; the authors of these papers were drawn from 130 institutions in 43 
States. 

TRAINING OF SCIENTIFIC MANPOWER 


We believe we have contributed significantly toward an adequate future supply 
of competent scientists, fully qualified to carry on research and instruct advanced 
students. We are providing opportunities for science and mathematics teachers, 
particularly in the high schools, which will increase their quantity and improve 
their qualifications. We are also concerned with constructive measures to moti- 
vate increasing numbers of able students to enter careers in science. The specific 
programs which I shall cover briefly have been developed within broad national 
interests in securing more and better trained scientific manpower. The relation- 
ship of scientific training to broader educational issues and policies has been 
considered by the Foundation in securing maximum coordination and coopera- 
ton with the Office of Education regarding development of these programs. 

Graduate fellowships.—From funds appropriated in the fiscal years 1952-56 
period we have been able to assist 3,044 predoctoral and 291 postdoctoral fellows 
in science who, based upon the best evidence available, are drawn from the top 
5 percent of the Nation’s science students. In the current year we plan to award 
about 810 predoctoral and 170 postdoctoral fellowships. In addition, we are 
awarding this year about 90 fellowships to provide additional training for college 
teachers of science. 

These individuals have come from the length and breadth of this country, and 
have been enabled through the fellowship program to receive advanced training 
in graduate schools in a large number of universities. 

Although some time must elapse before success of the fellowship program can 
be measured in terms of eventual scientific production, we can determine interim 
performance. In the case of each of its former fellows the Foundation has data 
bearing on performance during their fellowship tenure. These data illustrate 
clearly that Foundation fellows perform much better as graduate students and 
produce research results in areas of a much higher order of difficulty and signifi- 
cance than do other graduate students in science generally. Although the data 
(derived from reports submitted by fellows’ scientific advisers) are difficult to 
reduce to tabular form, it can be stated unequivocally that only a few are judged 
to have performed below the level of expectation associated with selection as 
an NSF fellow. 

Institutes for teacher training.—In order to improve the quality of science and 
mathematics teachers—particularly at the high-school level—the Foundation, 
after careful consideration, has embarked on a significant experiment in summer 
and specialized year-long training for science and mathematics teachers. 

Summer institutes for high-school science and mathematics teachers provided 
supplementary training for about 950 teachers from the beginning of the program 
in 1954. During the coming summer we expect to support the provision of sup- 
plementary training to about 4,500 high school and 250 college teachers of science 
and mathematics, at some 96 institutes. 

The experimental program of academic-year training for high-school science 
and mathematics teachers, which began at two universities in 1956, is ex- 
pected to provide training for about 800 teachers under programs beginning 
this fall. It should be pointed out that the House Appropriations Committee 
was impressed by the gravity of the high-school science teaching situation to 
the extent that they specifically earmarked $9.5 million of our 1957 appropria- 
tions for training of high-school science teachers. 

Programs for motivating additional students to undertake scientific ca- 
reers.—In order to provide the increasing numbers of high-quality scientists, 
engineers, and science teachers that will be demanded by our technological 
society in future years, we have been seeking means to evoke student interest 
in undertaking careers in these professions. 
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For example, beginning in 1955, we supported a program in cooperation with 
various professional societies whereby distinguished scientists give lectures and 
seminars, observe and comment on local science training, and discuss prob- 
lems of interest with students and faculty at small colleges. In 1955 a total 
of 78 campuses were visited by 5 visiting lecturers in mathematics, and in 
1956 this program was expanded to include lecturers in chemistry and biology 
as well. 

Beginning in 1956, the foundation cooperated with the Atomic Energy Com- 
mission to provide for traveling lecture-demonstrations to high-school science 
classes on such topics as atomic structure, solar energy, nuclear reactors, 
wave motions, etc. Approximately 200 schools will be visited under this pro- 
gram during the current academic year. 

In 1955 and 1956 we undertook, with the cooperation of the American As- 
sociation for the Advancement of Science, a program of traveling science 
libraries which were utilized by schools unable to acquire or maintain their own. 
A total of 66 schools in 11 States participated in this program. 

Responose to these programs has been highly encouraging, and demands by 
schools for inclusion have exceeded our ability to provide. Some expansion is 
contemplated in the current year and in our budget request for fiscal year 
1958 in order to assist in meeting the interest and demand evidenced. 


RESEARCH FACILITIES 


As our technology has advanced, equipment and facilities required to per- 
form basic research have become increasingly costly. At the same time, our 
educational institutions, whose income has not increased in proportion to 
costs, have become unable to keep pace in providing research equipment and 
facilities. Since our progress in basic research is directly related to the avail- 
ability of scientific instruments and equipment—and will in all likelihood become 
increasingly dependent upon complex devices—the Foundation has taken steps 
to assist in making specialized items and facilities for basic research available 
to university scientists. This program has the followng objectives: 

First: Improvement of the extent and quality of basic research in those 
areas where progress depends upon access to specialized or scarce and costly 
facilities not otherwise available; 

Second: Achievement of a sound geographic distribution of research by 
providing necessary research installations and equipment in regions where 
such items are scarce or unavailable; and, 

Third: Increasing the competence of scientific personnel by providing 
them opportunities for receiving training in the use of advanced or highly 
specialized scientific equipment. 

In providing such equipment, the Foundation has established the following 
policy guides: 

1, Federal funds should be provided for procurement or construction of major 
facilities when the need is urgent, when it is clearly in the national interest, 
when the technical merits are unquestioned, and when necessary funds are not 
available and cannot feasibly be stimulated from non-Federal sources; 

2. Federal support should generally be conditioned upon reasonable financial 
participation by the institution concerned ; and, 

3. The Federal Government should encourage institutions involved to find 
maintenance support from other sources to the greatest extent possible. 

In determining the areas of science where the need for facilities support is 
greatest, the Foundation has utilized special advisory panels of experts in the 
specific fields of science involved. 

After careful study of the feasibility and need for facilities in radio astronomy, 
where research has lagged because of the absence of adequate instrumentation, 
the Foundation secured congressional approval for construction of a new modern 
radio astronomy observatory. Construction of this observatory will begin 
this year at Green Bank, W. Va. Also, this year, we are supporting studies 
which will lead to construction of a modern optical astronomy telescope at a 
good “seeing” site in the Southwestern United States; we are supporting con- 
struction of a nuclear research reactor; and we are assisting biological field 
research stations to modernize facilities and equipment. 
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EXCHANGE OF SCIENTIFIC INFORMATION 


Because scientific progress also depends upon creative application of existing 
knowledge to solution of new problems, we need to improve present methods 
of making research results available to American scientists. 

The tremendous volume of scientific publications creates special problems in 
reviewing, abstracting, and organizing material. The areas of greatest difficulty 
lie in the foreign language publications—particularly Russian—and in the 
volume of Government nonclassified research reports. 

To assist in the first area, we have been and will continue to support the 
translation and publication of foreign scientific journals. Emphasis has been 
given to Russian publications because of the quality and extent of their research. 
In fiscal year 1956, all issues of 4 Russian journals in physics were translated 
completely and about 1,000 abstracts translated and published. 

In the second area, we have emphasized support of efforts to distribute 
Government nonclassified technical reports, and plan to intensify efforts to 
inform scientists where research in their fields of interest is carried on under 
Government sponsorship. 

It is axiomatic in the scientific community that no piece of research is com- 
plete until its results are published. In order to insure publication of worth- 
while scientific articles, the Foundation has provided temporary emergency 
assistance to some scientific journals and important abstract journals, and 
has assisted with establishment of new journals where desirable. 

We are acutely aware that long-term solution to scientific-information problems 
lies in application of mechanization to various information processes. There- 
fore, we have given support to research on methods for securing machine 
translation, storage, and location of information, in the belief that the useful 
application of such techniques is not too many years from realization. 

Exchange of scientific ideas is stimulated by personal contact between scien- 
tists of various nations. We have supported a program for partial payment 
of travel expenses to permit carefully selected American scientists to attend 
international scientific meetings. It should be noted that Foundation assistance 
provides for only a portion of the cost of attendance at international scientific 
meetings, and that American scientists are required to defray a substantial 
portion of their own expenses. During the last 3 years we have assisted about 
290 scientists to participate in 61 of the major scientific meetings held through- 
out the world. Of particular interest in this context are the reports of several 
American nuclear physicists who recently attended a Russian-sponsored con- 
ference on high-energy physics. These reports indicated that we must in 
future planning give serious consideration to the great strides that Russia 
has been making in production of scientific manpower, in research instru- 
mentation, and in basic research. 


REGISTER OF SCIENTIFIC AND TECHNICAL PERSONNEL 


In view of shortages of scientific manpower, we must be currently informed 
as to the numbers and utilization of personnel in this category. The register 
of scientific and technical personnel, which is a specific responsibility of the 
Foundation under the act, has been maintained on a current basis so that 
skilled personnel may be quickly located in event of national emergency, and 
so that data may be available for manpower studies. Background information 
on 144,000 scientists was on file at the end of fiscal year 1956. 


THE ROLE OF THE FEDERAL GOVERNMENT IN SCIENCE 


Finally, I should like to attempt to answer the question that is perhaps 
uppermost in many of your minds. Where do we go from here? The informa- 
tion that I have presented clearly indicates that an adequate level of support 
of basic research from combined non-Federal and Federal sources has not yet 
been reached. During our 5 full years of operation we have moved—within 
the authority of the act—as rapidly as funds and experience have permitted, 
to establish programs directed toward the 6 problem areas I previously 
outlined. The role of science in our national economy and in international 
affairs has reached such a degree of importance that we are constantly faced 
on one hand with the necessity of action to meet urgent needs, and on the 
other with the obvious desirablity of cautious and steady progress. Joseph 
Henry, the first president of the National Academy of Sciences, summarized 
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this dilemma well when, in describing the early years of the Academy, he said 
“* * * In this democratic country we must do what we can, when we cannot 
do what we would * * *.” 

The criterion for the adequate level of support for basic research is simply 
to provide support to the available competent scientists of this country for re- 
search on problems of high quality and of basic importance. This does not 
mean that the Federal Government must or should assume the entire burden. It 
would be well, I think, to take a few more minutes to examine the relative roles 
and responsibilities of the major producers and consumers of research in the 
United States, because the proper role of the Federal Government in science 
and scientific research is one of the most difficult and crucial questions facing 
the Nation today. 

That basie research is a most important national resource and an essential 
ingredient of national progress is unquestioned. What is not so widely under- 
stood is that this resource has become desperately scarce. The proportion of the 
total national scientific research and development effort presently devoted to 
basic research is still inadequate and, in the interest of national defense and 
the general welfare, must be increased considerably. The United States is faced 
with a growing shortage of scientists. There is strong evidence that the pre- 
viously existing differential between the scientific potential of the United States 
of America and the U.S.S.R. is narrowing alarmingly. The National Science 
Foundation views as imperative an increase in the quality and quantity of re- 
search scientists in the United States as well as an expanded basic research 
effort. Entirely aside from considerations of national security, as overriding 
as these considerations may be, is the necessity of an expanded basic research 
effort in order to keep pace with the ever-growing needs of applied research and 
industrial technology for new fundamental scientific knowledge. 

Basic research in the United States is conducted primarily at and by institu- 
tions of higher learning. Other locales for basic research (research institutes, 
Government laboratories and research departments, and the laboratories of pri- 
vate industry), although important, are secondary to the university effort. An 
appraisal of the role of institutions of higher education in scientific research and 
development must take into account the following important factors: 

(a) A very large proportion of the basic research effort of the United 
States is carried out in the colleges and universities and their associated 
institutes, hospitals, and so forth. 

(b) Practically all basic research in the United States is done by scientists 
and scholars trained at the colleges and universities. 

(c) Basic research is an integral part of the primary function of the 
university—the education and development of the student—as contrasted 
to the secondary role of basic research in most industrial, Government, and 
research institute laboratories. Basic research is one of the four major 
functions of the university (liberal education, professional education, re- 
search and graduate study, and public service). Sound graduate study is 
inseparable from basic research, and the other functions of the university 
would soon weaken without it. 

(d) The future supply of scientists willing and capable of carrying on 
basic scientific research is dependent in considerable measure upon the 
present level of basic research activity in the universities. To the extent 
that, through inadequate financial resources to support basic research, uni- 
versity scientists find it necessary to go into other lines of work, the basic 
research effort of the Nation is retarded and the training of future basic 
scientists is restricted. 

The principal sources of funds specifically available for the conduct of basic 
research by colleges and universities are: (a) endowments from corporations and 
individuals; (0) grants by private foundations; (c) State and municipal appro- 
priations in the case of State and city universities; and (d) grants by the 
Federal Government. That the promotion and support of basic research is 
in the national interest and that the Federal Government should exercise 
leadership and extend appropriate financial assistance in this respect was 
recognized by the Congress in the enactment in 1950 of the National Science 
Foundation Act. 

In carrying out our statutory responsibilities for support of basic research, 
the National Science Foundation looks forward to an ultimate level of support 
where we can provide tunds for about two-thirds of our meritorious research 
applications; at such a level, we can maintain a proper degree of selectivity and, 
what is most important, see to it that able research scientists in colleges and 
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universities continue active in the research which is one of the primary func- 
tions of their institutions. At the same time, such a program in support of basic 
research provides for the necessary basic training of graduate students—thereby 
making additional scientists immediately available to the Nation in industry, 
Government, and universities, 

As I mentioned earlier, in providing these researchers with the modern research 
tools which they need, the Foundation is placed in the position of furnishing 
capital equipment which is urgently needed and clearly beyond the reach of 
individual institutions. The degree to which the Federal Government should 
provide funds for more widespread and less costly research equipment is also 
a matter of importance. Here, the Foundation takes the position that it should 


proceed slowly and carefully in the hope that State, municipal, and private 
funds may take adequate care of such general needs. 

In the highly critical areas of scientific and engineering manpower, it is our 
judgment that the Federal Government should take the lead in analyzing the 
situation and taking appropriate steps to deal with the most urgent aspects of 
the problem. In the opinion of the Foundation, since our production of quali- 
fied scientific investigators is dependent upon the quality of their education and 
training, the most critical fatcor is improvement in the numbers and competence 
of science teachers. Our programs are directed to this end. Again, we ear- 
nestly hope that, in accordance with our traditions in education, local support 
will be forthcoming to handle such matters as appropriate salaries for teachers 
and the improvement of teaching facilities. Progress in this entire matter is 
vital. If we are to assure that national objectives in science are attained, we 
must recognize that the Federal Government will continue to be called upon 
to provide support for scientific research in this age of technology, and that the 


Federal Government must respond while taking steps to insure that other sources 
of support are fully utilized. 


APPROPRIATION LANGUAGE CHANGES 


Senator Macnuson. Do you have any language changes or anythin 
else in the bill that you want to diseuss? Or are you just eanneeel 
with the amount ? 

Dr. WatTerMAN. We are concerned with a limitation on travel, Mr. 
Chairman 

Senator Maenuson. You do not have to testify as to that. It seems 
that every agency that comes before us under the independent offices 
appropr iations bill has that story. It is all the same story with what 
is presented before the House, which the Senator from Louisiana and 
I know so well, the travel limitation. 

Dr. WaTeRMAN. We really cannot do a good job in what we are 
engaged in unless we can have adequate trav el funds. 

Senator Macnuson. Then you have an item of $300 for purchase of 
papers and periodicals. 

Dr. WaterMAN. That has been reduced from $500 to $300; yes, sir. 

Senator Maenuson. Then you have the limit on the amount author- 
ized for consultants and other experts to a maximum of $50 per day. 

What do you suggest there? 

Dr. WaTerMAN. We wanted elimination of the present limitation, 
in order to get certain special people. We would not change our 
policy, which provides generally for payment of $40 or less per day 
to consultants. 

Senator Maenvuson. Did we not have the same problem last year? 

Dr. WATERMAN. Yes, sir. 

We would only use this on rare occasions, but it will give us needed 
flexibility. 

The House’s earmarking of $9.5 million, which is a limitation, for 
supplemental training of high- school science and mathematics teachers, 





300 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


will really work no hardship. This is a good cause and we can take 
care of that. 
GENERAL EFFECTS OF HOUSE ACTION 


Senator Maenuson. In your letter of March 22 you say : 


We estimate that we would not be able to support about 700 fewer projects 
that the 1,600 originally contemplated in the 1958 estimate, which would result 
in denying research training to about 800 potential scientists who would be 
employed as graduate assistants on these projects. 

That sums it up, does it not? 

Dr. WATERMAN. Yes, sir. 

Senator Macnuson. You say further in your letter : 

Insofar as other programs of the Foundation are concerned, the amount recom- 
mended by the House would result in about a 25-percent reduction in the number 
of fellowships in science which we could award; would curtail programs for 
motivating able students toward careers in science; would result in diminution 
of efforts to make the results of research more rapidly and readily available to 
scientists ; and would limit the funds which we could apply to assisting universi- 
ties to acquire modern equipment and facilities for the forwarding of basic 
research. 

That refers to modern equipment, does it not, of which you do a lot? 

Dr. WATERMAN. Yes, sir. 

Senator Macnuson. How many fellowships do you have going now, 
approximately ? 

Dr. Waterman. Over 700 predoctoral and about 115 regular and 
senior postdoctorals. 

Senator Maenuson. So that the question before this committee is 
whether or not we want to go ahead with these projects, whether they 
are worth while, or not. 

You do have funds to take care of the ones that you have going now, 
is that correct ? 

Dr. WATERMAN. Yes. 

Senator Macnuson. That is, with the House amount. 

Dr. WATERMAN. Yes, sir. 

Senator Magnuson. Thank you, Mr. Waterman. We appreciate 
your coming before us this morning. 

The committee will stand in recess until 2 o’clock. 

(Thereupon, at 12:30 p. m., the committee recessed to reconvene at 
2 p. m.) 


AFTER Recess, 2 P. M. (Fripay, Aprit. 5, 1957) 


FEDERAL COMMUNICATIONS COMMISSION 


STATEMENTS OF GEORGE C. McCONNAUGHEY, CHAIRMAN; T. A. M. 
CRAVEN, MEMBER; AND ROBERT W. COX, EXECUTIVE OFFICER 


LETTER TO SUBCOM MITTEE 


Senator Macnuson. The committee will come to order. 

The Federal Communications Commission will be heard first. 

We apologize for not getting to you the other day, but I think you 
understood the conditions here. 

Mr. McConnaughey, you have sent us a letter which we will put in 
the record in full. 

(The letter referred to follows :) 
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FEDERAL COMMUNICATIONS COMMISSION, 


Washington, D. C., March 22, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the Independent Offices 
Appropriation Bill for 1958, Washington, D. C. 

DEAR SENATOR MaGnuson: In response to your letter of March 15, 1957, it is 
requested that the Federal Communications Commission be given a hearing before 
the Senate Committee on Appropriations in order that we might have an oppor- 
tunity to explain the effect of the appropriation reduction made by the House of 
Representatives. 

The requested changes in the House bill and related justification are set forth 
in the attached statement. 

Sincerely yours, 
Georce C. McConNAUGHEY, 
Chairman. 


CHANGES REQUESTED BY THE FEDERAL COMMUNICATIONS COMMISSION IN H. R. 6070 
AS PASSED BY THE HOUSE OF REPRESENTATIVES 


SALARIES AND EXPENSES 


(Budget estimate for 1958, $8,950,000; 1957 act, $7,828,000) 
(Independent Offices Appropriation Act, 1958—H. R. 6070) 


CHANGES REQUESTED 
1. Page 7, line 5, strike “$8,300,000” and insert in lieu thereof “$8,950,000.” 
HOUSE REPORT 


“The committee recommends $8,300,000 for Commission activities in 1958. This 
amount is a reduction of $650,000 in the budget estimate, but is an increase of 
$472,000 over the 1957 appropriation. The Commission is dealing with an in- 
dustry that is growing rapidly and it should exercise all due diligence to use the 
funds provided efficiently to the end that prompt and efficient service is given to 
the public.” 


JUSTIFICATION 


The independent offices appropriation bill for 1958 as approved by the House 
includes $8,300,000 for this Commission, which is $650,000 below the President’s 
budget and $472,000 above our 1957 appropriation of $7,828,000. However, in 
1958 we must contribute approximately $455,000 to the civil-service retirement 
fund; thus, the actual increase allowed by the House over the current year is 
only $17,000. 

In its report the House committee states, “The Commission is dealing with an 
industry that is growing rapidly and it should exercise all due diligence to use 
the funds provided efficiently to the end that prompt and efficient service is given 
to the public.” The fact that the communications industry is growing fast and is 
destined to increase to several times its present size in coming years cannot be 
overemphasized. 

The impact of this growth is extremely heavy upon the workloads which this 
Commission must handle. In the safety and special radio services we have 
had an increase from 170,000 applications in 1956 to 182,000 in 1957 and it is 
estimated that we will receive 186,000 applications in 1958. Even with the 
additional staff requested to process these applications we anticipated that the 
backlog would increase from 8 to 12 weeks in this service. With no increase 
in staff the backlog is bound to grow even larger and delays will become much 
longer. The backlog is standard (AM) broadcast station applications is even now 
higher than at any time during the last 8 years and the receipt of AM applications 
for new stations is increasing substantially over the number received in prior 
years, 

This constant growth in the industry results not only in our receiving many 
more applications for licenses but the problems confronting the Commission as 
a result of the many new uses of radio continue to become more complex and 
time consuming to resolve. For instance, we now have under consideration the 
critical situation in UHF, the matter of subscription television, forward scatter 
communications systems and single sideband communications systems, TV trans- 
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lators, TV program relay rate problems, the growing use of microwaves, the 
expansion of mobile operations, and “split channel” and other techniques to 
develop greater use of available channels. These problems cannot be disposed 
of without sufficient staff to analyze the many and varied factors to be considered 
in arriving at a solution. 

Our work is further complicated by procedural requirements extending hear- 
ing rights to “parties in interest” however remote. The staff available for 
hearing work is even now unable to expedite decisions on contested cases within 
a reasonable time because of the numerous legal issues raised by competitors 
for facilities resulting in protracted hearings. There has been an increase of 
approximately 30 percent in the number of cases carried into the courts since 
1955 and further increases are anticipated. This will require that additional 
staff be assigned to the Office of the General Counsel to handle this work and 
meet court deadlines. 

Our need for the additional funds requested stems not only from the increased 
number of applications and the growing complexity of problems but also from 
additional responsibilities placed on the Commission by the Congress and by 
international agreements. The Commission must be prepared to participate in 
the World Radio Conference scheduled for 1959. This will require considerable 
preparatory work in order that we might be ready to justify internationally 
the numerous assignments to radio stations already made and expected to be 
made by the United States throughout the Radio spectrum. 

We are also obliged by international agreement to compile and transmit to the 
International Telecommunications Union a list of all vessels licensed in the 
maritime mobile service and to provide essential technical data with respect 
to each vessel. We are also faced with the responsibility for carrying out the 
provisions of Public Law 985 which became effective March 1, 1957. This 
publie law requires that the Commission inspect 3,000 additional ships. 

These added responsibilities and other unavoidable costs such as the pur- 
chase of the land on which our Alaska monitoring station is located can only 
be met at the expense of other Commission activities which, as mentioned above, 
are growing in volume and complexity. 

The report of the House committee urges that due diligence be exercised to 
insure efficient use of the funds provided to the end that prompt and efficient 
service is given to the public. The Commission is constantly seeking ways to 
increase the output of its employees by streamlining procedures, simplifying 
forms, simplifying rules and regulations, and reducing reporting requirements 
to a minimum. We are also making increased use of industry committees and 
groups for various purposes. These and similar measures are constantly under 
study. I believe that the Commission has made real progress in economizing 
and the facts demonstrate that each year we are doing more work with pro- 
portionately fewer employees. 

In summary, I believe that if the recommended cut is not restored backlogs 
will grow even larger, delays in serving the public will increase, and the conse- 
quences to the communications industry and the economy of the country resulting 
from the proposed reduction in the appropriation of the Federal Communica- 
tions Commission would greatly outweigh the direct savings. 


BUDGET ESTIMATES 


Senator Magnuson. Mr. McConnaughey, you have a statement 
which I believe you wanted to read to the committee? 

Mr. McConnaveney. I have just an oral statement, Mr. Chairman. 

Senator Magnuson. For the purpose of the record, your appropria- 
tions for 1957 were $7,828,000. Your budget estimate for 1958 was 
$8,950,000, which includes the retirement fund contribution which is 
a fixed charge this year. 

The House bill gave you $8,300,000; $472,000 over the 1957 or this 
year’s appropriation, but minus $650,000 from the budget estimate. 

I understand that you want to address yourself to the restoration of 
the $650,000. 
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RESULT OF HOUSE REDUCTIONS 


Mr. McConnavucGuey. That is correct, Mr. Chairman. The House 
report recognizes and states that this is a —— industry ; conse- 
quently, we will be met by many increases in workloads because it is 
so rapidly growing. However, the House cut $650,000 from our ap- 
propriations ; $455,000 must go to retirement, so that the net result 
is that the House is leaving us with only $17,000 more than we had 
last year. They did not state where the cuts were to be made. It was 
an across-the-board proposition which leaves us in what we feel is a 
pretty serious dilemma in spite of the tremendously increased work- 
ioad which we have. 

You, Mr. Chairman, I know, realize probably as much as anyone 
the situation with our workload, some of the problems of deinter- 
mixture, the problems of subscription television, the rulemaking 
problems involved in looking at this whole spectrum which the Com- 
mission is going to have to do. These are just some of the very 
serious things which come to mind as we look over this budget. 

Throughout our bureaus, a great deal of time will have to be 
spent on the forthcoming International Radio Conference in Geneva, 
to be held in 1959. I cannot help but stress the importance of that 
conference, because it is going to take a lot of time of most all of 
our bureaus. For example, I just had them make a quick estimate 
of how much time and money it would take in that work alone for 
this coming year, and it comes to something like $126,000 to do the 
work preparatory to those conferences. 

It should be understood that these international conferences are 
held periodically, and the starting point for this one was under an 
international agreement entered into at Atlantic City in 1948. 

In 1959, in Geneva, all the countries of the world are to assemble, 
and, if we are not prepared, if we are not completely and thoroughly 
prepared, and our staff represents the only people who can do it, 
the United States of America can come out very much on the short 
end of that sort of situation. 

If you have nay questions to ask concerning the importance of this 
and how vital this is, I suggest that you ask questions of Commis- 
sioner Craven who has spent some time on international conferences. 

I believe that you, also, Mr. Chairman, are somewhat acquainted 
with the importance of this item yourself. 

Senator Magnuson. How will we be represented there? The 
Commission will naturally have a representative ? 

Mr. McConnaveuey. That is right. The State Department, of 
course, and other departments will be represented, and I assume that 
it is generally advisable to have a member of the United States Senate 
there, and possibly someone who is a member of a staff, from this 
committee possibly, or from the Senate itself. 

After all, the Commission’s technical people, who are skilled in this 
work, together with a Commissioner or Commissioners, are the people 
who have to lay the groundwork for it, and it has to be done in 1958. 

Senator Maenuson. The House reduction would, in your opinion 
and in the opinion of the Commission, seriously curtail preparation 
for the coming fiscal year that needs to be done in that field? 

Mr. McConnaveuey. It most assuredly would, sir. 


90699—5 7—_—- 20 
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Senator Magnuson. What else would the reduction cut out in your 
shop / 
SMALL-BOAT INSPECTION 


Mr. McConnavueéury. A public law was passed with reference to 
our inspection of small boats. The last Congress passed it, and it be- 
came effective March 1, 1957, for the installation of two-way radio 
communications on these vessels. 

Senator Maecnuson. That applies to boats over a certain minimum 
tonnage ? 

Mr. McConnavueuey. That is over six passengers, as I recall. That 
will add $67,000 to our requirements. 


SAFETY AND SPECIAL RADIO SERVICES 


We go from there to all of these added things which we have in 
safety and special radio services, which is growing by leaps and bounds 
as you know, sir. Many thousand more applications are received every 
year, and we are bogging down on them. We cannot do anything else 
but bog down. It all comes to a place where, as I see it, we are going 
to have to have bigger backlogs all the way through. That is not going 
to make anybody happy. It is not going to inure to the benefit of the 
public, and I just feel that we are in a position where, due to these 
tremendous increases which we have all along the line, this is one 
place where it is almost disastrous to cut this agency. 

It is not like transportation or power or securities work which are 
relatively stable. 

This is something that is growing so rapidly and which is so vital 
and so important in the impact which it has on this country, that I 
feel that you gentlemen should, and I hope that you will, give it a long 
look and try to restore what has been taken out. 

Senator Maenvuson. It is mainly in the field of transportation where 
a rapid growth is taking place, such as in the trucking industry ¢ 

Mr. McConnavucuey. Yes. 

Senator Magnuson. That is commercial trucking. More and more 
they are installing these safety devices and radio services? 

Mr. McConnavueuey. That is also true in industrial plants and the 
whole gamut of safety and special radio services. There is more and 
more of a demand by municipalities in this country for greater use. 
In other words, it is a continuous demand for greater use of the radio 
spectrum. 

Senator Magnuson. What other services would probably be cur- 
tailed? 


LETTER FROM AMERICAN TRUCKING ASSOCIATION 


I want to put into the record here a letter from the American Truck- 
ing Association expressing great concern about the probable inability 
to handle all of the problems that they have with you people if this is 
cut drastically. 

(The letter referred to follows :) 


AMERICAN TRUCKING ASSOCIATIONS, INC., 
Washington, D. C., March 22, 1957. 


The Honorable CarL HAYDEN, 
Senate Appropriations Committee, 
United States Senate, Washington, D. C. 
My Dear SENATOR HAypEN: This letter is submitted on behalf of the American 
Trucking Associations, Inc., and relates to the appropriations for the fiscal year 
1958 for the Federal Communications Commission. 
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In particular, the ATA is concerned with the portion of the appropriations 
allocated to the Commission’s Safety and Special Radio Services Bureau which 
regulates the use of radio communications by the motor-carrier industry. We 
strongly urge your committee not only to restore the cut in the recommended 
appropriations which has been made by the House Appropriations Committee, 
but also, if at all possible, to increase the funds requested for the Safety and 
Speciai Radio Services Bureau in order to insure the availability of sufficient 
persennel to enable the Bureau to make the considered policy determinations 
that appear necessary if the full utilization of the spectrum space is to be 
achieved. As the spectrum space becomes more and more congested with each 
passing year, such determinations are indispensable to the efficient and effec- 
tive use of the available frequencies. 

The ATA has pioneered the use of radio by the motor-carrier industry and 
its activities on behalf of the radio using position of the industry date back more 
than 10 years. In recognition of the growing importance to our industry of 
mobile radio communications, the ATA has established, on a permanent basis, 
a radio and communications section, the function of which is to assist the indus- 
try in proper frequency selection so as to minimize mutual interference that 
might result from the sharing of the available frequencies, and otherwise to 
encourage the most efficient use of the assigned frequencies. In the furtherance 
of this objective, the ATA has sponsored a geographical frequency allocation plan 
on the basis of which frequencies are recommended by its Radio and Communica- 
tions Commission. These activities are mentioned only to show that the motor- 
carrier industry is itself doing all that it properly can to decrease the workload 
of the regulatory agency. 

The motor carrier industry has found the use of two-way mobile radio com- 
munications to be an invaluable tool in increasing its overall efficiency and 
productivity. Through such increased efficiency and productivity many an 
individual carrier has been able to overcome increases in labor costs without 
having to petition for a tariff increase. However, such continued benefits from 
radio are only possible if radio regulations are tailored to the operational needs 
of the industry and periodically adjusted to meet the industry’s changing re 
quirements, as well as to keep pace with the progress in the radio art. 

To discharge these tusks the Commission needs adequate personnel which 
is able to devote sufficient time to advance planning to reflect changing con- 
ditions through new regulations. Such new regulations, to be of maximum bene- 
fit, must, of course, not be unduly delayed. One example will illustrate the 
problem. On December 20, 1955, the ATA filed a petition requesting a much 
needed relaxation of the rules governing the use of radio by the motor carrier 
industry. Final action on this comparatively simple and virtually non- 
controversial petition came more than a year later on January 17, 1957. We are 
citing this example not in the spirit of criticism; for we know that the Com- 
mission proceeded as expeditiously as it was practicable within its personnel 
limitations and other work demands; but the example, we believe, shows that, 
with adequate staff to make just such policy determinations, the needed revision 
equlid have been granted approximately 8 months sooner. In a regulated in- 
dustry where close to 56 percent of gross income goes for labor and whose 
average annual operating ratio during. the period ,1944.through 1954 was 96.0— 
indicating that net revenue amounted to only 4 cents out of every dollar of gross 
revenue, with income taxes yet to be paid—the value, from the public interest 
point of view, of prompt adjustment of any unduly restrictive regulation which 
will result in increasing productivity, is unquestioned. 

The Commission is also now embarking upon a rulemaking proceeding which 
will determine the use of the microwave frequencies for point-to-point com- 
munications by the motor carrier and other industries. The motor carrier in- 
dustry has a vital stake in the proceeding, and it is of the utmost importance 
that the Commission be adequately equipped, personnelwise, to cope quickly and 
effectively with the considerable volume of testimony that will be presented 
in this proceeding. 

For the foregoing reasons, we believe that an increase in the appropriations 
for the FCC, particularly the funds allocated to the Safety and Special Radio 
Services Bureau, would be in the public interest. 

Respectfully submitted. 


JoHN V. LAWRENCE, 
Managing Director. 
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CURTAILMENT OF REGULAR PROCEDURE 


Senator Maenuson. Would this curtail your regular procedure in 
cases, or did you intend to add more people to some of the cases pending 
before the Commission in all of the fields? 

Mr. McConnaveuey. It certainly would in every one of them. We 
would have to cut down in the General Counsel’s Office where you 
know that our litigation is growing, and cut that to where we could 
only have one employee added. 

Field Engineering and Monitoring, which is our biggest Depart- 
ment, as you know, would have to be substantially reduced. 

Nonhearing application backlogs in television will increase by more 
than 25 percent. 

AM nonhearing application backlogs will practically double, and 
television and AM rulemaking proceedings will remain at a standstill. 

That all means just one thing, that you develop backlogs in all 
your other types of applications. 


USE OF RADIO DEVICES IN TRANSPORTATION 


Senator Maenuson. I am somewhat familiar with this whole field 
of transportation because of my work here in the Interstate and 
Foreign Commerce Committee, and I would suggest that in the whole 
field of transportation the use of radio devices is becoming more and 
more desirable, and there are more of them adapting it. You have 
to pass on most of those applications. They are minor applications 
but there are a great number of them and you have to pass on every 
one. 

Mr. McoConnavucuHey. There are hundreds of thousands. 


RETIREMENT FUND CONTRIBUTION 


Senator ELLenper. Suppose this committee should agree with the 
House on the figures indicated by the House. How much would your 
retirement fund contribution be reduced ? 

Mr. McConnaveney. We would have to have $455,000 which must 
go to the retirement fund, sir. It has to go for that. 

Senator ELLenper. So that, with your present force, you require 
$455,000, and, as I understand it, any additional sum given to you by 
either the House or the Senate would add additional retirement 
cost. Am I right in that? 

Mr. McConnaveney. This is Mr. Cox, who will explain that. He is 
our budget officer. 

Mr. Cox. Yes, sir, as you know, Senator, the 614-percent contribu- 
tion of the salary of each employee is a mathematical affair. 

To be frank, our original estimate of $455,000 was, I would say, of 
the order of $12,000 or $13,000 lower than an actual compilation of 
the salaries of the people carried in our budget presented to the 
House. 

Senator ELLenpeR. Why did you make it lower ? 

Mr. Cox. As you know, once a Presidential allowance in the budget 
is made, you have a very, very short period of time to calculate it. 

After we got the House allowance and calculated the number of 
people and the actual salaries that we could finance, we took the 
614 percent, and I would say that it would be of the order of $450,000 
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or $451,000. That is within $1,000 or $2,000. Any additional em- 
ployees will have to have their salaries matched, too. 

Senator ELLENDER. Will you answer the question I asked. 

If the amount that the House provided—that is, $8,300,000—is 
granted, how would it affect the retirement fund contribution of 
$455,000 which you originally estimated ? 

Mr. Cox. It would reduce that estimated figure to an actual figure 
of about $451,000, I would estimate. 

Senator ELLenper. So that you would have ample money if given 
$451,000 instead of $455,000 to service the people that you could 
employ and would employ if you got the House cocend 

Mr. Cox. Yes, sir. 

ADDITIONAL EMPLOYEES 


Senator ELLenper. How many more people will you employ if the 
House figures are adopted ? 

Mr. Cox. We would be able to employ about 12 more people than 
we have today. 

Senator ELLeNnpeR. You could employ 12 more people even with the 
House figures ? 

Mr. Cox. Yes, sir. 

Senator Extenper. If you obtain what you are asking for how 
many more will you put on ? 

Mr. Cox. It is our estimate that we would be able to finance next 
vear from the $8,950,000 an average staff of 1,189 people. 

We have about 1,104 now, except for employees working on reim- 
bursable projects. 

Senator ELLeNpER. So that you would add 85 people ? 

Mr. Cox. Yes, sir. And we could finance about 12 of those with 
the House allowance, so that I would say it would be about 73 to 75 
above the House allowance. 

Senator ExLtenper. If you can finance only 12 with the House 
allowance, and you would finance 85 with the Senate giving you what 
you asked for, why should your retirement fund contribution be 
$455,000 ? 

Mr. Cox. That is what I tried to explain in the beginning, Senator, 
that our estimate of $455,000 had been quickly calculated and that it 
was a low estimate by a few thousands of dollars, 

Our actual figure for retirement contributions to finance the staff 
called for by the $8,950,000 budget should have been somewhat larger 
than $455,000 by some $12,000 or $13,000. 

We did not bother to request an official amendment to the budget of 
the United States Government in order to accomplish an increase in 
the estimate of $12,000 or $13,000. 

Senator Eiienper. If the House figure is allowed you, then your 
retirement fund contribution would be around $451,000? 

Mr. Cox. Yes, sir. That is within $1,000 or so. 

Senator Magnuson. It would only be lowered in proportion to the 
number of people that you do not put on, and that would be some 70 
people in the 1,189 people? 

Mr. Cox. Yes, sir. 

The figures I have been giving to the Senator have been on the 
assumption of the average salary. 
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Senator Macnuson. Whatever it is, it is mandatory. You have to 


pay for the number of people you have working. 
Mr. Cox. Yes, sir. 


BACKLOG OF CASES 


Senator Magnuson. I feel it would be fair to say that since the time 
you appeared here last year the Commission has made some progress 
in the so-called backlog of all types of cases. In other words, you 
have moved a little faster on some cases. That is due to some changes 
in rulemaking due to one amendment to the act, and also due to a little 
more money appropriated last year to employ more people who have to 
do this preliminary work such as examining and so forth. 

With the budget appropriation that you have suggested here, can 
you, generally speaking, continue at the rate you have been going in 
the past year in deciding all these applications of all types? 

Mr. McConnaveury. Yes, sir. I feel that we can continue at that 
rate and probably accelerate. 

In the “Safety and special radio services,” due to the tremendous 
increase in applications all the time, I feel that we are still going to 
be able to hold within the congressional intent expressed in section 
5 (e) of our act of not more than a 12-week backlog. I think that in 
the other services we can continue to improve our position even with 
only the $8,950,000 for which we asked. 

Senator Magnuson. However, unless you have somewhere near that 
amount, the effect may be to again have you become mired in some back- 
log because of lack of employees. Is that true? 

Mr. McConnaveuey. It is inescapable, Mr. Chairman, because, as 
I tried to point out and have pointed out, with these increasing loads 
and these other things that come in, we are going to go right back to the 
place where we have been before when we were cut down. All we need 
to do is turn to page 3 of the summary of our estimates of appropria- 
tions, and we can see what has happened since 1951 in the “Safety 
and special radio services,” the “Broadcast, and the common carrier 
activities.” Workloads have gone up and up, and employment down 
until it hit a new low in 1955 because of budget curtailment. 

Therefore, if this is cut back to where the House has placed it, in my 


judgment you are going to go right back to 1955 and to even a worse 
condition than existed then. 


INCREASE IN SAFETY AND SPECIAL SERVICES 


Senator Magnuson. That chart shows the “Safety and special serv- 
ices” going up. 

Mr. McConnavcuey. It is going up at a tremendously rapid pace. 

Senator Magnuson. That is going up at a more rapid rate than the 
employment figure. 

Mr. McConnaveney. Likewise, “Broadcast and common carrier” 
are going up. 

Senator Maenuson. That is not as much as the special services. 

Mr. McConnavcuey. That is correct. It is that simple. That is 
what is going to happen. 

Senator Magnuson. Last year, you will recall, we put in some 
money for what we called a network study. 

Mr. McConnaveney. That is correct, sir. 
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Senator Magnuson. I understand that that will be completed in 
this fiscal year. 

Mr. McConnaveuey. Yes, sir. When the Congress appropriated 
the money they appropriated it with the idea that the work would 
be completed by June 30. The work will be basically and funda- 
mentally be completed by June 30. However, there have been some 
holdups due to some people not giving information as rapidly as we 
thought they should have given it. 

Therefore, while I think that the basic report of the network study 
will be completed by June 30, it will not be entirely finished. There 
will still be work to be done on it in preparing the final draft and 
there are even possibilities of hearings or rulemaking or other prob- 
lems. I do not know what it might be, but we allowed in our budget, 
without specifically spelling it out, some protective measures with 
reference to that report. I think that that should be taken into con- 
sideration. 

Senator Maanuson. Therefore, if it should go over—and I hope 
it will not be for too long a period—it will be taken care of by the 
money in last year’s budget ? 

Mr. McConnavcuey. That would be taken care of in the $8,950,000 
requested in the 1958 budget. 

Senator Magnuson. At any rate, it will be absorbed in this budget? 

Mr. McConnavauey. It will be absorbed in this budget. 

Senator Macnuson. There are no funds here for the continuation 
of that study as such? 

Mr. McConnavucuey. There is not a nickel. 

Senator Macnuson. I might say, Senator Ellender, that we paral- 
leled 2 inquiries, 1 from the Committee on Interstate and Foreign 
Commerce, and 1 from the Commission on what we called the network 
study. Mr. Cox has submitted to me the rough draft of his report 
just yesterday, and left for home. So that is ready. And we are 
looking forward, of course, to the other report coming in as soon 
as possible so that we will have the benefit of both of them. 

Senator ELtenper. Mr. McConnaughey, to what extent, if any, has 
work been added to your workload by acts of Congress since your last 
budget was presented to the Congress ? 

Mr. McConnavuceuey. Some work was added by a public law that 
was enacted which became effective March 1, 1957, which caused the 
Commission to inspect and to license what we call small boats carrying 
2-way radio, some 3,000 of them. These are boats carrying over six 
passengers. That means more people for licensing and more people 
for inspection. 

Senator ELitenper. Has the additional workload necessitated an 
increase in your budget in your opinion ? 

Mr. McConnavcuey. Yes, sir. 

Senator Ettenper. To what extent? 

Mr. McConnaveuey. $67,000 for this item. 

Senator ELitenper. Otherwise your workload has been about the 
same as it was in the years before ? 

Mr. McConnaucuey. No. The workload goes up and up, and it 
is going up by leaps and bounds in the safety and special radio services. 

Senator Eiienper. Is that due to new rules and regulations or to 
acts of Congress? 
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DEMANDS ON RADIO SPECTRUM 


Mr. McConnavcuey. It is due to neither one. It is due to demands 
for the radio spectrum by all the people who want to use it—trueking 
transportation, petroleum, police, fire. Applications have increased 
tremendously. 

The biggest number of applications which we have ever had in the 
history of the Commission were filed in March of this year. That 
adds tremendous responsibilities. 

The Commission has gone into a process of what we call deinter- 
mixture, looking toward the possibility of trying to utilize the UHF 
portion of the spectrum space to get a more competitive television 
system in America. That takes rulemaking. That takes a tre- 
mendous amount of time as Chairman Magnuson well knows. 

Those are things that have been added, and they are coming into 
fruition during this coming year, and they are pretty vital to this 
country. 

Senator Magnuson. I wanted to add here that I think the Com- 
mission will all agree with me that, because of the tremendous work- 
load which has existed, the Commission has had to sort of set aside 
a matter that we have to look into pretty soon. That is the question 
of common carriers and the whole rate structure in the United States 
which has also grown by leaps and bounds. Circumstances now are 
entirely different. Much of this comes from technological advance- 
ments, new uses for everything in this field. 


COLOR TV PROGRAMS 


I noted here that there is a thing that is entirely new on the question 
of rates for carrying TV programs in color. We have not been able 
to get to know too much about that. It is a matter that has to be gone 
into. It is principally technological advancements in the whole field 
of electronics and radio which has caused this growth. 

Mr. McConnaveuey. It is probably trite or foolish to say this, but 
I cannot help but make the statement and bring it to the attention 
of this committee that our people are working a tremendous number 
of hours; not 5 days a week but 6 days a week and practically every 
night: many, many hundreds of them. 

Last night at 10 o’clock I found 2 of them still at the office working. 
There is nothing unusual about that in this particular agency. These 
people are really doing a job and are overloaded more than they 
should be. 

Senator Magnuson. There are also more applications for exten- 
sion of lines in this field, nearly 5,000 applications a year for exten- 
sion of lines. 

INDUSTRY INTEREST IN TWO-WAY RADIO 


Senator Exienper. I can well understand that the truckers find it 
advantageous to use the two-way radio. That will invite others to 
come in. 

Mr. McConnaveuey. All industries in the United States are inter- 
ested in it-—the petroleum industry, the United States Steel Corp. 

Senator Enienper. The reason I asked the question about more 
work being imposed by recent acts of Congress is that JT want to put 
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in the record the amount of your additional budget that is necessary 
because of that, and to separate it from your additional workload. 

As Senator Magnuson said, there are also these facilities for the 
petroleum industry, for truckers and others. 

Senator Maenuson. For the Commission’s office, the Commission 
has only asked for an increase running, as I figure it, only 17 to 18 

ercent over 1955 while their araticad due to a lot of these things, 

as increased about 25 to 30 percent in these fields, so that they are 
getting along well. Employment has not necessarily gone beyond 
the increased business in this particular instance. 

Have you anything else to add, Mr. Chairman, on this matter? 

Mr. McConnauauey. I believe not, sir. 

Senator Magnuson. I do not know of any other questions I want to 
ask on this. It merely involves the question of how much service 
you want to give to the people involved in this growing industry. 

Mr. McConnaveouey. That is all it is. 

Senator Magnuson. That is all it amounts to, with a law that. 
provides that you must do certain things. 

Mr. McConnavucuey. That is it, sir. 

Senator Magnuson. Have you anything you want to add, Mr. 
Craven ? 

Mr. Craven. No, sir. 

Senator Macnuson. If there is nothing further, we appreciate your 
coming. We are sorry we had to postpone your appearance, but it 
could not be helped. 

Mr. McConnavueney. Thank you. 

Senator Macnuson. We will recess for 10 minutes. 

(A brief recess was taken.) 


FEDERAL HOME LOAN BANK BOARD 
FeperAt Savines AND Loan InsurANcE Corporation 


STATEMENTS OF ALBERT J. ROBERTSON, CHAIRMAN; IRA DIXON, 
MEMBER; CLARENCE S. SMITH, ASSISTANT TO THE BOARD; WIL- 
LIAM H. HUSBAND, GENERAL MANAGER, FEDERAL SAVINGS 
AND LOAN INSURANCE CORPORATION; THADDEUS CORCORAN, 
BUDGET OFFICER; AND SIMON H. TREVAS, ATTORNEY, OFFICE OF 
THE GENERAL COUNSEL 


LETTER TO SUBCOM MITTEE 


Senator Macnuson. We will take next the Federal Home Loan 
Bank Board. 

Mr. Robertson, you sent us a letter on behalf of the Board. We will 
put it in the record in full. 

We will also put in the record the statement accompanying the 
letter. 
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(The letter and statement referred to follow :) 


FEDERAL HoME LOAN BANK Boarp, 


Washington, D. C., March 22, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommitte in charge of the 
Independent Offices Appropriation Bill for 1958, 
United States Senate, Washington 25, D. C. 


My Dear Senator Maanuson: In response to your request of March 15 to 
advise you whether any changes are required in the public interest in H. R. 6070, 
the independent offices appropriation bill for 1958 as reported to the House, the 
Federal Home Loan Bank Board submits herewith two proposed amendments 
to the bill, together with justifications of their need, for consideration of your 
committee. 

The Board would appreciate a hearing before your committee in connection 
with the amendments. We will be prepared at such hearing to support them 
in more detail and to answer any questions the committee may wish to ask 
concerning them or any other aspect of the Board’s budgets and operations. 

Sincerely yours, 


ALBERT J. RoBerTSON, Chairman. 
FEDERAL HoME LOAN BANK BoOARD—BOARD AND STAFF OFFICES 
Administrative expenses 
(Estimate, $1,300,000 ; 1957 act, $1,036,700 ; H. R. 6070, $1,200,000) 
(House hearings, pt. 1, p. 69) 


REQUESTED AMENDMENT TO H. R. 6070 


Page 32, line 17, strike out “$1,200,000” and insert in lieu thereof “$1,300,000”, 
the estimate, an increase of $100,000 in the amount allowed by the House 
committee. 


ILOUSE REPORT NO. 197 (P. 4) 


“The bill provides for the use of $1,200,000 of corporate funds for admin- 
istrative expenses of the Federal Home Loan Bank Board in 1958, a reduction 
of $100,000 in the budget estimate and an increase of $163,300 over authorizations 
for 1957. The increase includes $65,200 for retirement fund expenses and $98,- 
100 additional for increased workload associated with the rapid growth of the 
Federal Home Loan Bank System. At the present time the savings and loan 
business is growing at the rate of approximately $5 billion per year. 

“The bil also makes available the budget estimate for $5,665,000 of corporate 
funds to finance examinations of Federal and State chartered institutions, an 
increase of $1,376,000 over the amount provided in 1957 for such examinations. 
The committee has been urging the Board to get its examination schedule on a 
12-month basis for the last 2 years. At the close of fiscal year 1956 the average 
period between examinations was down to 13 months, and it will be reduced to 
12 months in the current fiscal year and maintained on that basis.” 


JUSTIFICATION 


The Federal Home Loan Bank Board supervises the Federal Home Loan Bank 
System, the system of Federal savings and loan associations, and the Federal 
Savings and Loan Insurance Corporation. It also issues charters for Federal 
savings and loan associations, and is responsible for the insurance of savings 
accounts in Federal savings and loan associations and in approved State- 
chartered savings or building and loan associations and associations of the 
Savings and loan type. 

The funds which the Board, including the Division of Examinations and the 
Federal Savings and Loan lnsurance Corporation, uses to pay its administrative 
and other expenses come either directly or indirectly from the savings and loan 
business. Tax dollars are not used in any of its operations. 

The estimate submitted to the House for the Board and staff offices was 
$1,300,000. This amount, in the Board’s judgment, is the minimum necessary 
to strengthen its staff to handle adequate the constantly increasing workload; 
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maintain effective standards and carry out efficiently and economically the re- 
sponsibilities entrusted to its care. 

The House reduced the estimate to $1,200,000, a reduction of $100,000 or 7.7 
percent. Application of the cut is shown in the attached function and object of 
expenditure statement. This indicates that 16 (or two-thirds) of the 24 new 
full-time positions requested would not be allowed under the House action. In 
order to permit the effective carrying out of the Board’s responsibilities, approval 
of the full amount of the budget estimate is considered necessary. 

It would not be in the public interest to sustain the House cut, as its effect 
would be to understaff nearly every office, department, and division of the 
Board at a time when the high level of activity in the savings and loan business 
demands the services of a full staff. Such understaffing would expose the Board 
to needless risks involving, as it might, the Insurance Corporation's reserves. 
It would also increase workload backlogs resulting in inadequate supervision 
and a lower standard of service to the savings and loan business. 

The Federal Home Loan Bank System comprises the 11 regional banks and 
their 4,400 member institutions. In the last 5 years, total assets of the member- 
ship have increased 127 percent. At June 30, 1956, total assets were $39.5 billion, 
an increase of 16.5 percent over the previous year; mortgage loans made by 
member savings and loan associations in fiscal 1956—a year in which housing 
starts declined—aggregated $10.5 billion, an increase of 2 percent over fiscal 
1955. The gross flow of savings into member associations was $14.2 billion, an 
increase of 18.3 percent over fiscal 1955. 

The 11 district banks increased their capital stock during fiscal year 1956 
by 19 percent; total assets, 33.3 percent; net income, 13.7 percent; investments, 
64.2 percent ; and loans outstanding, 15.4 percent. 

There is no way the Board can control the size of the workload it handles. 
It is directly related to the level of activity in the savings and loan business. The 
Roard must, at all times, respond to the demands of and handle the problems 
associated with the business. As the business grows, these problems become 
more complex and require more time and attention. 

As indicated in the House Report quoted above, the full amount of the budget 
estimate requested for the Division of Examinations was approved. It represents 
an increase of $1,376,000 over the amount available for the current year. This 
action is appreciated. However, the intent implied by this action will not be 
fully served if the review of such examination reports is permitted to fall in 
arrears because of insufficient staff in the Division of Supervision. The attached 
statement indicates that 35 percent of the positions denied by the House action 
is applicable to the Division of Supervision. The increase in the level of activity 
in the Division of Examinations also increases the workloads of most of the 
other offices, departments, and divisions of the Board. 

Restoration of the House cut is respectfully urged. Such restoration would 
provide the staff and funds necessary to handle adequately the increasing work- 
load; carry out the Board’s responsibilities, and better serve the public interest. 
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Function and object of expenditure statement 


Estimate 1958 Allowed by House '| Increase requested 


Average | Amount | Average | Amount | Average | Amount 
Number Number Numbe 


Personal services: 
—— of Chairman and Board mem- 


Assistant to the Board 

Budget Office 

Office of Information 

Division of Federal Savings and Loan 
MOINES 3 brood. pin naiseds 

Office of the Secretary 

Office of the Director of Audits__..._- 

Division of Personnel 

Division of Federal Home Loan Bank 


Neg 
whe go 
coco 


16, 669 


73, 970 
202, 161 
93, 739 
27, 728 


82, 529 ) : " 2, 877 
101, 418 J , 5, 740 
245, 454 j > 48, 064 
187, 713 23. " . 16, 716 


1, 144, 681 


ee 
Pee 


Comptroller’s Division 
Division of Supervision 
Office of the General Counsel 


SCwAaA® Caonww Wooo 


S8e5 


Total, personal services- --_- 


w 


Other expenses: 


Transportation of things : 
Communication services__.........-_- 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other | 

agencies 

Supplies and materials 
Equipment 
Grants, subsidies and contributions-_- 
Taxes and assessments 





Total. other expenses 


Total, gross expenses 
Reimbursements from other accounts 





Total expenses. 


1 House allowance is in total only—no application of the amount appears in bill. 
FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 
Administrative expenses 
(Estimate, $700,000 ; 1957 act, $596,000 ; H. R. 6070, $650,000) 
(House hearings, pt. 1, p. 102) 


REQUESTED AMENDMENT TO H. R. 6070 


Page 34, line 11, strike out “$650,000” and insert in lieu thereof “$700,000”, 
the estimate, an increase of $50,000 in the amount allowed by the House com- 
mittee. 

HOUSE REPORT NO. 197 (P.4) 


“Federal Savings and Loan Insurance Corporation.—The bill provides $650,- 
000 for administrative expenses of the Corporation, an increase of $54,000 over 
1957 and a reduction of $50,000 in the budget estimate. The increased limita- 
tion provides $33,750 for retirement costs and an additional $20,250 for other 
items of expense for 1958.” 

JUSTIFICATION 


The Federal Savings and Loan Insurance Corporation insures, up to $10,000 
each, savings accounts in Federal savings and loan associations and in approved 
State-chartered savings or building and loan associations, known in some sections 
of the country as cooperative banks and homestead associations. 
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The administrative and other expenses of the Corporation are paid from its 
own funds derived from insurance premiums, admission fees, and interest on 
its investments. 

The estimate submitted to the House for the Corporation was $700,000. In 
the Board’s judgment, this amount is necessary if the Corporation is to be 
in a position to perform adequately its increasing duties and maintain the 
standards required of a financial agency of this type. 

The House reduced the estimate to $650,000, a reduction of $50,000 or 7.1 
percent. Application of the cut is shown on the attached function and object of 
expenditure statement. This statement indicates that, of the 8 new full-time 
positions requested, 6.8 or 84 percent would be disallowed under the House 
action. Approval of the full amount of the budget estimate is considered 
necessary to an efficient and economical discharge of the Corporation’s duties. 

The effect of the House action would be to slow up the handling of insurance 
and other applications, thereby developing an unnecessary backlog. It would 
also make it impossible to maintain current analyses of risk factors relating 
to insurance of accounts and to keep abreast of general conditions and trends 
in the savings and loan field and in the home-mortgage and real-estate markets. 
In addition, it would mean the deferment of a proposed program concerned with 
the conduct of new studies dealing with the impact of changing economic 
developments upon member savings and loan associations. These studies are 
intended to furnish information not now available in areas of particular interest 
to the Board. In view of the increasing insurance risk to the Insurance Corpo- 
ration—insurance liability at June 30, 1956, was over $32 billion—this informa- 
tion should be available to the Corporation and the Board in order that reasonable 
precautions, necessary to minimize or prevent losses, may be taken. 

The continued rapid increase in the growth of the savings and loan business 
reflects itself in the workload of every division of the Corporation. The aggre- 
gate assets of insured institutions, the number of applications of all types re- 
ceived by the Corporation and the associated problems, all continue to reflect 
a high rate of growth and level. of activity. Assets at June 30, 1956 ($36.9 
billion), increased by $5.3 billion, or 17 percent since June 30, 1955. Mortgage 
loans made by insured institutions aggregated slightly over $10 billion in the 
same period. Insured liability increased from $27.4 billion to $32.1 billion in 
the last year, an increase of $4.7 billion or 17.1 percent. 

Restoration of the House cut is respectfully urged. Such affirmative action 
by the Senate would be in the public interest, as, it would increase protection 
of the Corporation’s interests as well as those of the United States Treasury 
which carries a contingent liability of $750 million for the insurance program. 


The estimate of $700,000 represents 1.8 percent of the annual income of the 
Corporation. 
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Function and object of expenditure statement 


| | 
Estimate 1958 Allowed by House! | Increase requested 


ane 
Average | Amount | Average | Amount | Average | Amount 
Number Nutnber | Number 


Office of General Manszer-- <a .3 | $105, 431 14.3 | $105, 431 
Underwriting Division 5. 109, 856 13.8 101, 106 | 
Insurance Settlement and Reh: vbili- 

tation Division- 3-3 7.6) 60,671 7.6 60, 671 
Operating Analysis Division__-------- 37.4 179. 007 32.2 152, 247 
Comptroller’s Division. -- 14.6 9, 535 14.6 95, 535 


| 
i 
1 
| 
cana att 
Personal services: | 
1.6 


Total personal services-_---- 550, 500 82.5 | 515, 000 





Other expenses: 
Travel... a ; 15, 400 |. ei 15, 400 
Transports ition of things ‘innhtainiiiurcanmenae 100 P —- 100 |_. 
Communication services : | vein | 12,800 an , 100 
Rents and utility services Ve - | 46,100 |_-- 1 , 775 
Printing and reproduction -__-_----- | , ‘ 15, 200 Gihiad , LA 
Other contractual services at 15, 200 | _- . , 110 

General Accounting Office __--- a, 7 BE Bonceooe 5, 000 
Supplies and materials é oe] 5, 65 5, 150 
Grants, su bsilies and contributions. - 
Taxes and assessments-_-..- 








Total other expenses. ------.--------| 149, 500. 


Total administrative expenses. -- : at on "700, 000° 














1 House allowance is in total only, no application of the amount appears in bill. 
BUDGET ESTIMATES 


Senator Magnuson. You have a personal statement to read to us? 

Mr. Ropsertson. Yes, sir. 

Senator Maenuson. Your appropriation for last year was $1,036,- 
700. Your budget estimate for this year was $1,300,000, which includes 
the $67,000 retirement fund ? 

Mr. Rosertson. Yes, sir. 

Senator Magnuson. The House recommended $1,200,000, which is a 
plus $163,300 over the 1957 appropriation. 

Mr. Rosertson. Yes, sir. 

Senator Magnuson. However, that is a minus $100,000 from the 
amount of your estimate. 

Mr. Ropertson. Yes, sir. 

Senator Magnuson. I understand that you are to discuss with us the 
possibility of the restoration of the $100,000. 

Mr. Ropertson. Yes, sir. 

Senator Magnuson. We will be glad to hear from you. 

Mr. Rosertson. In addition, there is an amount of $50,000 for the 
Federal Savings and Loan Insurance Corporation. 

Senator Magnuson. The authorization for the Federal Savin gs and 
Loan Insurance Corporation for 1957 was $596,000. Your budget 
estimate was $700,000. You have there a $33,000 retirement-fund 
contribution. 

The House recommended $650,000, which is a plus $54,000 over this 
year’s budget, but a minus $50,000 from the budget estimate. 

Mr. Rosertson. That is right, sir. 

My name is Albert J. Robertson. I am Chairman of the Federal 
Home Loan Bank Board. 
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Accompanying me today are Mr. Ira Dixon, a member of the 
Board; Mr. Clarence 8. Smith, Assistant to the Board; Mr. William 
H. Husband, General Manager, Federal Savings and Loan Insur- 
ance Corporation ; and Mr. Thaddeus Corcoran, our budget officer. 

We appreciate the opportunity of appearing before you to discuss 
our budget needs for fiscal 1958 and to justify further our request for 
modification of the action of the House of Representatives on our 
budget estimates. 

Detailed justifications of our needs for 1958 are contained in the 
presentation delivered to the committee some time ago. 


ADMINISTRATIVE EXPENSES 


Mr. Roserrson. As you know, the Board’s 1958 estimate of ad- 
ministrative expenses for its Board and staff offices was $1,300,000. 
The House reduced this by $100,000, or 7.7 percent. The Insurance 
Corporation’s estimate of administrative expenses was $700,000. 
House action reduced this by $50,000 or 7.1 percent. 

We believe that if the Board and the Insurance Cor poration are 
to carry out their responsibilities with efficiency and economy, full 

Tir response to Chairman Magnuson’ s letter of March 15, the Board, 
on March 22, requested two changes in H. R. 6070, the independent 
offices appropriation bill for 1958. The request was accompanied by 
two proposed amendments to the bill which, if adopted by the Senate, 
would restore the estimates to the original ‘amounts ec ee by the 
Bureau of the Budget. Justification of the need for the amendments 
was also furnished. We are asking that these be made a part of the 
record of this hearing. 

FUNCTIONS OF BOARD 


The Federal Home Loan Bank Board, as you know, is a supervisory 
and regulatory agency operating in the savings and home-financing 
field. It supervises the Federal Home Loan Bank System, the Federal 
savings and loan system, and the Federal Savings and Loan Insurance 
Corporation, the three activities through which the Federal Govern- 
ment seeks to strengthen the Nation’s savings and loan system. It 
is a business-type operation defraying all of ‘its expenses from funds 
received from the savings and loan business. 

Senator Magnuson. For the purpose of the record, the Federal 
Savings and Loan Insurance Corporation’s function is to insure the 
deposits in savings and Joan associations ? 

Mr. Rosertrson. Yes, sir; the share accounts. 

Senator Magnuson. That is separate from the Federal Deposit 
Insurance Corporation ? 

Mr. Rosertson. Yes, sir. 

Senator Magnuson. All right. 

Mr. Ropertson. Coming within the field of the Board’s responsi- 
bilities are the 11 Federal home-loan banks with aggregate assets of 
$2.3 billion; 4,415 institutions of the savings and loan type with total 
assets of $41. 8 billion; the savings of over 19 million people who have 
savings accounts amounting to $37 billion in these institutions; 6 
million families who are financing their homes to the extent of $35.4 
billion through these institutions, and nearly 80,000 directors, officers, 
and employees engaged in the savings and loan business. 
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The policy underlying the preparation of the Board’s 1958 budgets 
required that all estimates be kept at the minimum. That policy 
was closely followed by both the Board and the Insurance Corpora- 
tion. It now prevents us from being able to absorb successfully the 
House cuts. 

The effect of the House action will be to prevent the Board and the 
Insurance Corporation from building up their respective staffs to 
the strength necessary to render the services essential to the savings 
and loan industry. 


INCREASE IN WORKLOAD 


Senator Extenper. To what extent has your workload been in- 
creased over last year? 

Mr. Rosertson. We have figures in this statement, sir. 

Senator Exv.enper. All right. 

Mr. Rosertson. Lack of sufficient personnel in the Board and staff 
offices will increase the workload backlogs in the Division of Super- 
vision; Office of the General Counsel; Office of the Secretary: and 
develop workload backlogs in the Comptroller’s Division, Division of 
Federal Home Loan Bank Operations, and the Division of Federal 
Savings and Loan Operations. 

In the Insurance Corporation it will develop workload backlogs 
in the Division of Underwriting and in the Operating Analysis 
Division. 

The Board’s budgets were critically analyzed and reviewed before 
they were submitted to the Bureau of the Budget. All unnecessary 
or deferrable items of expense were eliminated from the estimates. 
Thus there are no places within the budgets wherein savings to offset 
House cuts can be safely made. Likewise, there are no areas within 
the Board’s operations wherein the workloads could be accommodated 
to the proposed cuts. 

The cuts, if sustained, would restrict the operations and, in terms 
of the money involved, would not mean a reduction in Government 
expenditures as the funds come from the savings and loan business. 

The Board, through its Director of Audits, is constantly working 
to achieve operational economies through its management improve- 
ment program. The program, a continuing management survey, deals 
with work standards, methods, procedures, and policies. It aims at 
making full utilization of all personnel, elimination of unnecessary 
functions, and increased efficiency at minimum cost. The program 
has been in effect since 1950 and has been the cause of the streamlining 
of nearly all administrative operations. 


TOTAL EMPLOYMENT 


The number of full-time employees requested for the Board and 
staff offices is 174. This compares with 167 in fiscal 1947, 11 years 
ago, when Bank System membership assets aggregated $10.6 billion. 
Assets at June 30, 1956, were $39.5 billion, an increase of $28.9 billion, 
or 272 percent. Under House action, we could only employ 158, or 
9 less than were on the payroll 11 years ago. 

The number of full-time employees requested for the Insurance 
Corporation is 89. This compares with 86 on the payroll on June 30, 
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1947, when insured liability was $6.7 billion. At June 30, 1956, it 
was $32.1 billion, an increase of 379 percent. House action would 
permit employment of 82, or 4 less than were employed 11 years ago. 

The growth of the savings and loan business in recent years has been 
rapid, its assets increasing by over 125 percent in the last 5 years. 
Last year, fiscal 1956, savings and loan association members of the 
Bank System exceeded all previous records in both their savings and 
home-financing operations. 


INCREASE IN BANKING INSTITUTIONS 





Senator ELtenver. To what extent has the number of institutions 
been increased? Do you have that figure available? 

Mr. Rospertson. The membership in the system increased by 110 
during fiscal 1956. 

Senator ELLenper. You are saying that your workload has been 
increased because of the vast amount of money involved compared 
to 11 years ago. The question I am asking is, To what extent has 
the number of institutions increased ? 

Mr. Rosertson. It increased by 110 in the system last year. 

Senator ELLeNpEeR. What was it 11 years ago, because that would 
be the index by which to be guided, to my way of thinking, and 
not so much the amount of money. That would give a better com- 
parison in my humble judgment. 

Mr. Rorertson. They have been increasing in the system at about 
100 a year over the last 3 years. That is not precise, but it is approxi- 
mately correct. 

Senator ELLenper. So that, if you had 5,000 11 years ago, you would 
have 1,000 more 10 years thereafter ? 

Mr. Ropertson. We did not have 5,000. 

Senator E:.enper. I know that, but I am assuming that. 

Proceed. 

Mr. Rosertson. The task of adequately supervising this very rap- 
idly growing business becomes substantially greater each year. 

The 1958 budget estimates of both the Board and its staff offices 
and those of the Insurance Corporation allowed for this growth. 
They were also predicated upon the assumption that the savings 
and loan business will continue to grow. Our budget estimates in 
recent years did not fully allow for the growth of the business with 
the result that our needs were, in some cases, underestimated. Our 
1958 estimates attempt to adjust this deficiency. 

Because of the nature of their operations, the Board and the In- 
surance Corporation must be prepared at all times to handle emer- 
gencies and/or the effect of noesibie soft spots in the economy in local 
areas. They have no choice except to respond ftamediataly to the 
needs of the savings and loan business. Such response is in the 

ublic interest as it helps to retain the high level of public confi- 
dence now enjoyed by the savings and loan business. To do this 
effectively a fall staff is needed. The job, which gets progressively 
bigger every year, calls for larger staffs and larger authorizations. 
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REQUEST FOR RESTORATION 


In conclusion, the Board feels it is its duty to advise you that 
the sustaining of the House cuts would impair the Board's ability 
to carry out its statutory responsibilities which include safeguarding 
the funds of the Insurance Corporation. 

Accordingly, we respectfully urge restoration of the $100,000 House 
cut in the estimates of the Board and staff offices, and the $50,000 
House cut in the estimates of the Insurance Corporation. 

We thank you for the opportunity of making this statement, and I 
shall be glad to undertake to answer any questions you may wish to 
ask. 

Senator E.tenper (presiding). I notice that on page 33 of the 
bill there is language to the effect that you have additional work for 
the preparation or conduct of proceedings under section 5 (d) of the 
Home Owners’ Loan Act of 1933, or section 407 of the National Hons- 
ing Act. Will you be more specific about that? 

Mr. Ropertson. This is Mr. Trevas. 

Mr. Trevas. Simon H. Trevas, Office of the General Counsel. 

Senator, in the Housing Amendments of 1954 the Home Owners’ 
Loan Act was amended to provide a new technique and procedure 
called section 5 (d) (1) under the terms of which any institution 
which was violating any law or regulation of the Board was afforded 
an opportunity to receive a notice in writing from the Board calling 
its attention to the alleged violation, and giving them an opportunity 
within 30 days to correct the violation 

In the event the violation is not corrected within that time the Board 
is obliged under the law to submit to them specific charges in detail 
in writing advising them that the situation has not been cleared up, 
and specifying in detail in what respect the institution has violated 
the law and regulations, and setting a date for a hearing before a 
hearing officer under the provisions of the Administrative Procedure 
Act in the locality in which that institution is located. 

As a result of that it is then necessary to prepare the case thoroughly, 
to bring witnesses, to conduct a hearing before a hearing examiner, to 
submit ‘findings of fact and conclusions of law in determination of it, 
and then to present the matter to the Board for its decision. 

The decision of the Board itself is subject to review in the court on 
the weight of the evidence which, of course, would present a situation 
where you go into court once again and have to defend the action of the 
Board if an appeal is taken from the Board’s decision. 

Senator ELtenper. Have you many such cases? Has your work- 
load in that respect increased much ? 

Mr. Trevas. It is very new, Senator. One case, actually initiated, 
is ready for the Board’s decision. Others are being investigated by 
our Division of Supervision, and it is our reasonable « expectation that, 
in the forthcoming year, because it is such a new program and the 
Division of Examination has been extended to go into these questions 
a little more thoroughly, such cases will be on the increase’ consid- 
erably over the past year, when it was too new. 

Senator Extenper. In preparing the budget for this fiscal year 
did you make allowance for that additional work ? 

Mr. Trevas. Yes, sir. 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 321 





Senator ELLenveR. To what extent ? 

Mr. Trevas. Mr. Corcoran is the budget officer. I think that he 
could answer that question. oa 

Senator Extenper. How much did you add for that additional 
work, Mr. Corcoran. 

Mr. Corcoran. This expense, Senator, would be nonadministrative. 
That is the purpose of putting this provision in the language so that 
such costs would not be charged against the administrative expenses 
or limitation of the Board. 

Senator EtLenver. Well, did you not have to add? 


ADDITIONAL POSITIONS 


Mr. Corcoran. Yes, for the initial preparation of the case itself 
within the Board and for the other workload increases in the Office, 
we have put into the budget itself about seven fulltime positions in 
the Office of the General Council. 

Senator E.ienper. How much is that in dollars? If you do not 
have it available, you may submit it for the record. 

Mr. Trevas. The seven would include both clerical and lawyers. 

Mr. Corcoran. It would be an increase of about $40,000, Senator. 


RETIREMENT FUND CONTRIBUTION 


Senator Erienper. I see. I notice that you have provided for re- 
tirement for 1958, in the case of the Federal Home Loan Bank Board, 
$65,200. Now, assuming that the Senate does not comply with your 
request of increasing the amount, how much would you thereby 
reduce the retirement fund ? 

Mr. Corcoran. Sir, the amount of $65,000 is what we would pay 
under the House cut. If the Senate restores the cut we would pay 
$67,735. 

Senator Exttenper. Did you put your retirement funds in your 
budget of 1958 on the assumption that you would obtain your budget 
estimate of $1,300,000 ? 

Mr. Corcoran. Yes, sir. 

Senator Exiienper. If you get less, will not your retirement fund 
be reduced accordingly ¢ 

Mr. Corcoran. This figure of $65,200, allows for the House cut. 

Senator ELLenprer. Whether or not we comply with your request of 
imereasing the amount, you will still require the retirement fund of 
$65,200 ? 

Mr. Corcoran. That. is quite right. 

Senator ELLENpER. Does the same thing hold for the Federal Sav- 
ings and Loan Insurance Corporation ? 

Mr. Corcoran. That is quite right. 

Senator Maenuson (presiding). Last year when you people ap- 
peared, we had some discussion over two programs. One was turned 
down by us appropriationwise and the other granted, namely the 
one of reappraisals. 

Mr. Rozertson. I was not here then, but Mr. Dixon was. 
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PERIODICAL INSPECTION 


Senator Macnuson. That was turned down but we did agree with 
you people on the program of more periodical inspections. 

Mr. Dixon. That is right. 

Senator Macnuson. This fund is sufficient to have the annual in- 
spection, is that correct? 

Mr. Drxon. The budget as submitted and before the House cuts was 
predicated on the more frequent examinations, which was requested 
over there. What has happened is that the House has allowed the 
amount for examinations; but, if we have more frequent examinations, 
more examinations to process and analyze, they have cut the force 
with which we have to make those analyses. In other words, the 
examinations would be there but there would be no one to analyze 
them and act on them. 

Senator Magnuson. We did agree with you people, and you initi- 
ated it, that we probably ought to have these annually instead of on an 
average of 18 months. You would have enough for that ? 

Mr. Dixon. We would have enough for the examination itself, 

es, sir. 
. Senator Magnuson. I do not know of any further questions. Do 
you have any questions, Senator Ellender? 

Senator ELtitenver. No. 

Senator Maanrvson. Of course, I suppose the ratio of increased 
business in the Federal Savings and Loan Insurance Corporation is 
the same as the growth of insured institutions. The more they grow 
the more this Corporation has to do. 

Mr. Roprrtson. Yes, sir. 

Senator E..enper. By the way, you indicated a while ago that you 
had a backlog of work now. 

Mr. Rosertson. Yes, sir. 

Senator ELttenper. You indicated that this amount would help to 
wipe it out. 

Mr. Rornertson. Yes, sir. 

Senator Eitenner. That would then keep you current ? 

Mr. Rorrrtson. Yes, sir. 

Senator Macnuson. I have no further questions. 


INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF OWEN CLARKE, CHAIRMAN; BERNARD F. SCHMID, 
MANAGING DIRECTOR; AND NEIL RYAN, BUDGET OFFICER 


BUDGET ESTIMATE 


Senator Ettenver (presiding). Will you give your name in full 
for the record, sir? 

Mr. CrarKkr. My name is Owen Clarke, Chairman of the Interstate 
Commerce Commission, having served in that position since January 
1, 1957. 

"Senator Exrenner. I notice Mr. Clarke, that the budget estimate 
for 1958 is $17,500,000, in which you have included $880,180 for re- 
tirement fund contributions. 

Mr. CrarKe. That is correct, yes, sir. 
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Senator ELtenper. The House has allowed you a total of $16,- 
500,000, which is $1,620,304 above your 1957 appropriation and $1 mil- 
lion less than your budget estimate. 

Mr. Crarke. Yes. 


Senator Eitenper. I presume that you are here to request the restor- 
ation of the $1 million. 

Mr. Ciarke. Yes, we are. 

Senator ELLeNper. Do you have a prepared statement ? 

Mr. Crarke. I have a very brief preliminary statement, Senator. 

Senator E.tenver. If it is not too long, you may read it. Proceed. 


LETTER TO SUBCOMMITTEE 


Mr. Crarke. My statement is brief, since we have set forth in our 
letter to you of March 22 the main points of our justification for restor- 
ing the entire $1 million cut by the House. 

Senator ELLenper. We will put the reasons assigned, together with 
your letter, in the record at this point. 

(The material referred to follows:) 


INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 


Washington, March 22, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill for 1958, 
United States Senate, Washington, D. C. 

Dear SENATOR MAGNUSON: In accordance with your letter of March 15, 1957, 
there is attached herewith a statement showing by page and line number the 
changes the Commission deems necessary in H. R. 6070, Independent Offices 
Appropriation Act, 1958, as reported to the House of Representatives. Also 
attached is a statement in support of the recommended changes. 

We shall appreciate the opportunity to appear before your committee in support 
of the changes requested, and to answer any questions that the committee may 
have on the activities of this Commission. 

Sincerely yours, 
OwEN CLARKE, Chairman. 


INTERSTATE COMMERCE COMMISSION 
Salaries and expenses 


SUI TIE UN apn gs ct apis Shp ast clestg plait aca Eats etisalat leant athe eee $17, 500, 000 
BEI enn en Sh tect ence cdg ae alas eae 16, 500, 000 


(House hearings, pt. 1, p. 731) 


(P. 18, lines 11 to 13, 15 to 20) 


(1) Page 18, line 11, strike out “$200” and insert in lieu thereof “$600”. 

This is the amount requested in the budget. 

(2) Page 18, line 11, insert after second semicolon “and purchase of not to 
exceed one hundred and six passenger motor vehicles of which sixty-two shall 
be for replacement only ;”. 

This is the amount requested in the budget. 

(3) Page 18, lines 11 and 12 strike out “and not to exceed $1,085,000 for ex- 
penses of travel ;”. 

(If limitation on travel expenses is to be included in bill please insert $1,247,- 
700 in lieu of $1,085,000.) 

(4) Page 18, line 12, strike out “$16,500,000” and insert in lieu thereof “$17,- 
500,000”. 

This is the amount requested in the budget. 

(5) Page 18, line 13, after the word “which” insert “(a)”; and strike out 
“$1,350,000” and insert in lieu thereof “$1,363,500”. 
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This is the amount requested in the budget. 
(6) Page 18, line 15, strike out “$950,000” and insert in lieu thereof “$956,- 
600”. 

This is the amount requested in the budget. 

(7) Page 18, line 16, between the word “activities” and the “:” insert “, 
(b) $225,000 shall be available for expenses necessary to carry out such defense 
mobilization functions as may be delegated pursuant to law”. 

This is the amount requested in the budget. 

(8) Page 18, lines 17, 18, and 19 strike out “Provided, That no part of the 
foregoing funds shall be available for expenses necessary to carry out such de- 
fense mobilization functions as may be delegated pursuant to law:”. 

(9) Page 18, line 20, strike out the word “further”. 


STATEMENT OF INTERSTATE COMMERCE COMMISSION IN SUPPORT OF CHANGES 
REQUESTED IN THE INDEPENDENT OFFICES APPROPRIATIONS AcT, 1958—H. R. 6070, 
AS REPORTED TO HOUSE OF REPRESENTATIVES 


The amount included in the Independent Offices appropriation bill as reported 
by the House Appropriation Committee is $16,500,000 which is $1 million less 
than the $17,500,000 requested for the Interstate Commerce Commission for the 
fiscal year 1958. The Commission urges the restoration of the entire $1 million 
reduction. 

The House bill is $1,620,304 more than the $14,879,696 appropriated for the 
eurrent fiscal year. However, of the $1,620.304 increase recommended by the 
House, $933,148 is for certain mandatory items; namely, contribution to the 
Civil Service Retirement Fund, $880,180, and for the one extra compensable 
day in the 1958 fiscal year $52,968. The remaining increase of $687,156 recom- 
mended by the House will provide only about 115 of the additional 200 positions 
requested in the President's budget. 

The House action curtails our program for a reasonable buildup over a period 
of years to allow the Commission to meet more nearly its responsibilities under 
existing law. Some budgetary improvements have been made in the last 3 fiscal 
years ; increases have been provided in the motor carrier field technical personnel, 
in car service agents, and in enforcement attorneys, and more travel funds have 
been provided for railroad safety and locomotive inspectors. The 1958 budget 
provides for commensurate field supervisory and clerical assistance necessary 
for a balanced program of operations. 

The 1958 budget requested an increase of $162,700 for travel expenses. The 
House bill eliminates this entire request. Of the increase of $162,700 requested 
for travel expenses, $99,197 is necessary to enable the additional employees 
requested for 1958 to perform the duties to which they will be assigned, and 
$63,503 is to permit our car service agents to be in the field an average of 8 days 
per month instead of an average of only 5 days per month as provided by the 
appropriation for current fiscal year. 

The Commission’s request for increased travel funds is based solely on the 
essentiality of adequate funds to permit our employees to perform the necessary 
travel required to hold hearings in all parts of the country, to conduct investiga- 
tions, inspections, and examinations of carriers’ practices and records, and to 
discover and take appropriate action on serious violations of law. 

The House committee also stated in its report, it has denied all requests for 
additional automobiles and urges all agencies to use the GSA motor pools for 
necessary automotive needs. 

The General Services Administration established motor pools in various cities 
throughout the country pursuant to Public Law 766, 88d Congress. Section 4 
(1) of that act provides that vehicles regularly used by an agency in the per- 
formance of investigative, law enforcement, or intelligence duties could be 
exempted from the provisions of the act if the head of the agency determined 
that exclusive control of such vehicles was essential to the effective performance 
of such duties. 

Passenger vehicles owned by the Commission are used by district supervisors 
and safety inspectors of our Bureau of Motor Carriers in investigative and law 
enforcement work. Our vehicles are specially equipped with devices necessary 
to the inspection of trucks and investigation of accidents, and with the exception 
of some cars purchased during and immediately after World War II, are painted 
white, with Interstate Commerce Commission in black lettering, for easy identifi- 
cation by motor carriers. This ready identification has an outstanding psycho- 
logical effect on the motor carrier industry and has enabled the Commission to 
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obtain, in many instances, voluntary compliance in the field of highway safety 
practices. Exclusive control of such vehicles is essential to effective regulation 
of motor earriers. For these reasons, our cars have been exempted from the 
GSA motor pools in accordance with the aforestated provisions. 

We believe it essential to the proper performance of our motor carrier regula- 
tory duties that the Commission continue to operate its own specially identified 
and equipped fleet of automobiles, and that it be allowed to continue the orderly 
replacement of such automobiles for purposes of long-range economy. Therefore, 
we respectfully request your committee to restore our request to purchase 106 
passenver vehicles of which 62 are needed for replacement purposes. 

The House committee eliminated al! funds included in the 1958 budget to per- 
form defense mobilization functions delevated to the Commission pursuant to law. 
In addition, the House bill under the heading “Interstate Commerce Commis- 
sion” includes the following: 

“Provided, That no part of the foregoing funds shall be available for expenses 
necessary to carry out such defense mobilization functions as may be delegated 
pursuant to law :” 

The effect of the foregoing provision will severely impair Federal defense 
mobilization planning for transportation in the event of an emergency. 

The Commission is the only agency of the Federal Government engaged in 
carrying out, under authority derived from the Office of Defense Mobilization, 
defense mobilization functions with respect to domestic transportation, storage, 
and port facilities. The Commission’s mobilization programs are in various stages 
of progress. Some are of a contnuine nature and require periodical testing and 
review at national and regional levels. Coordination of these programs with 
military and civil-defense planning is essential. In addition, under authority of 
the Congress (sec. 710 (e), Defense Production Act of 1950, as amended), and of 
the President (Executive Order 10660 of February 15, 1956), the Commission has 
established a nnit of the National Defense Execntire Reserve. This program will 
require continuing attention to develop an effective groun of trained industry 
executives to assist.Government in the event of an emergency. 

Therefore, it is requested that your committee restore the budget request of 
$225,000 for carrying out such defense mobilization functions as may be delegated 
to the Commission. 

The Commission has been doing an increasingly hetter job in the last 3 years, 
due largely to increased appropriations, in the more rapid processing of its cases, 
in the rail and motor carrier safety fields, in the car service area, in provifing 
itself with the tools nee’ed to arrive at decisions, and in enforcing the provisions 
of legislation and regulations. The Commission is on a rehound from severe cuts 
in its employment, which reached the low average of 1,849 in 1953, as compared 
with an average of 2,725 in 1941. By reorganizing our work and operations, and 
with significant increases in personnel granted by the Congress so that for this 
year we will have 2,219 positions, we are coming closer to doing the auality and 
quantity of work expected of us by the Congress, the regulated surface trans- 
portation industry, and the shipping public. In order that we may continue these 
improvements in our operations, we urge restoration of the reduction of $1 mil- 
lion in the bill as reported to the House (FI. R. 6070), and the adiustments in 
language discussed above and more specifically cited in the statement of changes 
by page and line number. 


EXPANSION OF ACTIVITIES 


Mr. Crarke. I would like to make a few brief comments concerning 
the basic factors considered in developing our budget estimates for 
1958. 

As you gentlemen know only too well, for manv vears the Interstate 
Commerce Commission was faced with appropriations requiring cur- 
tailed activities. In recoenition of the fact that larger apnronriations 
were needed to permit this Commission to carry out the fnnctions 
assigned to it, Congress has given us increased funds in each of the 
last 3 vears. As a result, we have been able to annroach a minimum 
level of operations. We have exnanded our activities with particular 
emphasis upon field programs dealing with matters of safety, enforce- 
ment, and service. 
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Last July, when we first started to work on the budget now before 
you, it became apparent that emphasis on new employees should be 
on supporting personnel to obtain maximum utilization of the tech- 
nical staff personnel provided in the current year budget. For this 
reason, of the additional 200 positions sought in the budget, 65 are for 
clerks, 18 for supervisory positions in the Bureau of Safety and Serv- 
ice, and 25 for legal and investigatory personnel to meet the growing 
enforcement work, much of which is generated by the additions to the 
field staff during the current year. 

Senator Extenper. How many of those will you be able to employ 
if the $1 million is not allowed you? 

Mr. Ciarke. Approximately 115 increased personnel. 

Senator Etrenper. That is a little over half of what you would 
otherwise be able to employ if the whole budget were allowed to you? 
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CLERICAL STAFF 


Mr. Crarke. Yes. One word about our clerical staff. Last year we 
added a relatively large number of inspectors and supervisors in our 
motor-carrier and rail fieldwork. but without a proportionate increase 
in the clerical staff. Consequently, our inspectors and supervisors are 
required to perform many clerical tasks which might better be done 
by clerical personnel, thereby affording additional technical time for 
carrying out a more vigorous program in the area of safety and gen- 
eral service to the public. The same situation holds true regarding 
our reauest for additional special agents and attorneys: namely, to 
fill in the necessary manpower to meet the verv substantial increase 
in workload generated by the enlarged field staff of the current year. 

Tt is for this reason that we refer to this year’s budget as one which 
will lead to a balanced operation. I might say at this point that with 
approval of our request for 200 additional positions. we are coming 
reasonably close to a staffing position sufficient to enable the Commis- 
sion to carry out its essential programs as required by law. 

Senator Ertenver. That is to keep current? 
Mr. Crarke. Yes. 


























WORK BACKLOG 


Senator Errenprr. As I recall, 2 or 3 years ago you had quite a 
backlog of work. Have you caught up? 

r. Crarke. No, sir, we have not, Senator. However, we have 
made remarkable progress. In the processing of cases we have made 
substantial headway but there is still a very large backlog. The num- 
ber of cases being filed has increased but the number of cases being 
disnosed of has increased even more. 

Senator Exitenper. Did vou make available to the House informa- 
tion about this backlog and how you worked it off ? 

Mr. Cuarke. Yes. 

Senator Eitenper. I am not going to ask you to put it in the record 
at this noint since you already submitted it. We will take it from the 
House hearings. 
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PROHIBITION AGAINST DEFENSE MOBILIZATION WORK 


Mr. CxiarKke. The letter which I believe is now in the record goes 
into considerable detail on each item cut by the House and I will not 
attempt to explain it any further except that I would like to add that 
one action of the House committee which is very disturbing is the fact 
that they wrote in a prohibition against the use of any of our funds 
for defense-mobilization purposes. Now, our defense-mobilization 

lanning work is performed as a delegate agency of the Office of 

fense Mobilization. We feel that the work we are doing in that 

area is extremely vital and important. You have to have adequate 
transportation not only to win a war but to protect yourself. 

Senator Eitenper. Do you not get reimbursement for such work as 
you do in that field ? 

Mr. Crarke. No. There has been a specific appropriation in the 
past earmarked for that type of work. Since we are the agent of the 
Office of Defense Mobilization we have asked ODM to explain to this 
committee the importance of the work we are doing. 

Mr. Gordon Gray, the Director of the Office of Defense Mobiliza- 
tion, is here for that purpose. 

Senator ELLtenper. How much of the sum you are asking to restore 
would be used for defense mobilization ? 

Mr. Crarke. $225,000. We would be happy to answer any ques- 
tions. 

Senator E.tenper. I notice here that the committee denied funds 
requested for defense-mobilization functions in accord with its state- 
ment in its report last year that the committee expected such activities 
to come to a conclusion during the fiscal year 1957 since tax-amortiza- 
tion work had been about completed. What do you say to that? 


TAX-AMORTIZATION WORK 


Mr. Criarke. Tax-amortization work was one minor phase of the 
defense-mobilization work. It is true that for the most part that 
activity has been completed, but there are a number of other important 
projects which other witnesses will explain, particularly Mr. Gray, 
that are still being carried on and there are new projects too that have 
to be done in that area by some agency, some department. 

Senator ELLenper. How did these new projects come about? 


DEFENSE-MOBILIZATION PLANNING 


Mr. Crarke. Determination is made by the Office of Defense Mo- 
bilization that certain planning should be done in the transportation 
field of a certain kind. Then as their agent for these activities they 
request that we make the studies and plans. We do not originate any- 
thing. It isall on request from that Agency. 

Senator Errenver. Are you getting an unusual number of requests 
for new work from the Defense Mobilization Agency ? 

Mr. Crarxe. I would rather have someone else answer that ques- 
tion, Senator. I am not myself immediately connected with the work 
at the present time, although I was last year. 

Senator ELrenper. Maybe if we provided that this be done on a 
reimbursable basis you would not get so many requests. That is the 
point. I know what happens in some of these departments. 
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Mr. Crarxe. All I can say is that we are the only Federal agency 
that is doing any work in the transportation field. 
Senator Eirenper. I know that. 


HOUSE REPORT 


Mr. Cuarxe. That is pertaining to mobilization planning. 

Senator ELLenpER. The House report states: 

The Commission has experienced employees engaged in defense-mobilization 
functions who can be of great value in other programs and the committee has 
allowed funds for their salaries provided they are assigned to other work. 

Mr. Ciarke. Yes, sir. 

Senator Exrenper. I am reading from the House report. 

Mr. Crarke. I recognize the language. 

Senator Errenper. You are familiar with it? 

Mr. Cuarxke. Yes, sir. 

Senator Macnuson (presiding). I understand that you want Mr. 
Gray to explain this defense mobilization aspect. The House in this 
case, as I understand it, said that no part of the funds should be used 
at all for that purpose. 

Mr. CriarKke. Yes. 

Senator Magnuson. Would the restoration of your million dollars 
include this amount ? 

Mr. CuarKe. It does, Mr. Chairman. 

Senator Magnuson. How much of it? 

Mr. Crarke. All of it, $225,000. 

Senator Magnuson. Go ahead, Mr. Gray. 


OFFICE OF DEFENSE MOBILIZATION 


STATEMENTS OF GORDON GRAY, DIRECTOR; AND FRANCIS SILVER, 
CHIEF 


HOUSE PROVISIONS 


Mr. Gray. Mr. Chairman, you have referred to the House language 
which read— 


Provided, That no part of the foregoing funds shall be available for expenses 
necessary to carry out such defense mobilization functions as may be delegated 
pursuant to law. 

I should like to say to you that I, as the Director of the Office of 
Defense Mobilization, am seriously disturbed by the apparent intent 
of this provision because it acknowledges that such delegations are 
in accordance with law but prohibits the use of funds to carry out 
the law. 

May I make a statement about mobilization planning generally, 
Mr. Chairman? I have a 414-page statement. 

Senator Magnuson. You may proceed, 


NATIONAL SECURITY ACT REQUIREMENTS 


Mr. Gray. Section 103 (b) of the National Security Act of 1947, 
as amended, requires the Director of the Office of Defense Mobilization 
to advise the President concerning the coordination of military, in+ 
dustrial, and civilian mobilization. This includes in part policies 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 329 


and programs for the maximum utilization of manpower, materials, 
productive resources, transportation, and other services, the continu- 
ous operation of which is essential to the Nation’s security. 

Section 103 (c) of the act provides that in performing those func- 
tions the Director of ODM shall utilize to the maximum extent the 
facilities and resources of the departments and agencies of the 
Government. 

The Defense Production Act of 1950, as amended, expresses the 
policy, among other things, that the national defense and national 
security call for the development of preparedness programs to reduce 
the time required for full mobilization in the event of an attack on 
the United States. 

These statutory provisions are clear expressions of congressional 
intent that action shall be taken to prepare this nation for full mobili- 
zation in the event of war. By its very nature this assignment is 
governmentwide and involves in some degree nearly all agencies of the 
executive branch. 


EXECUTIVE ORDERS 


The President has issued a number of Executive orders designed to 
accomplish various parts of that assignment. Brief descriptions of 
some of these follow: 

Executive Order 10480 requires the Director of ODM to coordinate 
all mobilization activities of the Government and to direct those 
authorized by the Defense Production Act. It assigns substantial 
mobilization responsibilities to Interior, Agriculture, ICC, Commerce, 
General Services Administration, and others. 

Executive Order 10346 directs all agencies of the Government, under 
policy guidance of ODM, to prepare plans for maintaining the con- 
tinuity of essential functions during a civil defense emergency. 

Executive Order 10421 requires the Director of ODM to supervise 
the activities of all Federal agencies in the development of programs 
and measures for the physical security of facilities within their 
cognizance, both public and private. 

Executive Order 10460 requires the Director of ODM to coordinate 
the development by the several agencies of the executive branch of tele- 
communications plans and programs designed to assure maximum 
security to the United States in time of national emergency. He is 
directed to perform his functions with the aid of or through the 
facilities of appropriate departments and agencies of the Government. 

Thus, there is ample authority and mandate in law and in presi- 
dential command to delegate development of mobilization prepared- 
ness programs to the various departments and agencies of Government 
in the carrying out of the mission of mobilization preparedness. This 
method of operation has enabled ODM to remain a small staff agency, 
concentrating on the formation of policies and programs which can 
readily be carried out by existing agencies. This approach brings a 
broader base of background and knowledge to bear on mobilization 
problems, and it instills mobilization and emergency awareness in the 
thinking of Government officials whose present primary responsibili- 
ties are for peacetime activities. I believe this approach results in a 
better thought out and executed mobilization program. I also believe 
that it is substantially less expensive and more efficient in the long 
run than to handle the whole program through one large mobilization 
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agency, since it avoids the creation of duplicate professional and 
technical staffs concerned only with such activities. Additionally, I 
feel that preparedness is more realistically accomplished by persons 
engaged in the day-to-day work of dealing with industry and its 
current problems than by equally competent persons who are isolated 
in a planning group. 


DEFENSE MOBILIZATION ORDERS 


In most cases assignments are made by defense mobilization orders. 
A series of orders has been issued, making overall assignments of 
mobilization responsibilities to the Departments of Defense, Com- 
merce, Interior, Agriculture, and Labor, the ICC and others. 

Our delegation to the ICC covers domestic surface transportation, 
that is, by rail, bus, truck, and inland waterways, including storage 
and port facilities, and instructs the Commission to carry out a num- 
ber of functions such as (1) developing, estimating, assembling, and 
evaluating data as to materials, equipment, supplies, manpower, and 
other transportation requirements of cognizant industries under 
partial and full mobilization conditions, (2) developing programs for 
maintaining the mobilization base in being, (3) exercising priorities 
and allocations authority as necessary, (4) providing guidance to 
industry in planning for continuity of operations under attack, et 
cetera. 

In addition to the continuing mobilization preparedness activities 
which I have listed, the Commission has been asked to include in its 
program this year extensive work on the development of (1) a national 
defense executive reserve, (2) a bomb-damage assessment program 
insofar as it pertains to the facilities over which the Commission has 
jurisdiction. 

Senator Macnuson. Now as to the first one, we discussed that here 
the other day, did we not? 

Mr. Gray. That is correct; yes, sir. 

Senator Macnuson. And by that you mean that the ICC would as- 
sume part of that program for the executive reserve in the field of 
transportation. 

Mr. Gray. That is correct, Senator—(3) a program for rerouting 
truck, bus and other highway traffic around attack areas, bringing into 
participation members of the various segments of the transport indus- 
try, State highway patrol officers and civil defense officials, and (4) 
a program for the physical protection and security of transportation 
facilities. 

PROBLEM OF PRIORITY IN TRANSPORTATION 


Senator Macnuson. As I recall, during the war or during the emer- 
gency period one of the really most serious problems was the problem 
of priority in transportation. 

Did you establish the rules for that, or did you turn that over to the 
ICC? Or, in this case, would you? 

Mr. Strver. My name is Silver, and I am Chief of Mobilization 
Planning. 

During World War ITI the priorities were fixed by the War Produc- 
tion Board. 

Senator Macnuson. And you merely carried them out? 

Mr. Stiver. That is right. 
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Senator Macnuson. And I assume if something happened now under 
this setup the situation would be the same. Someone would establish 
the priorities, and you would execute them. 

r. Sttver. We would be subject to the policy guidance of ODM 
in that respect. 


REQUEST FOR DELETION OF PROVISO 


Mr. Gray. Now, Mr. Chairman, I am not addressing myself here 
to the cost of the function. However, I join with the Commission in 
requesting that the quoted proviso on page 18 of H. R. 6070 be deleted 
and that an amount of funds adequate to carry out the mobilization 
preparedness program of the Commission be reinstated. 

Senator ELLenper. I would like to ask Mr. Gray a question. 

The ODM in all of these plans deals with quite a few agencies. 

Mr. Gray. Yes, sir. 

Senator ELtenper. And are we to understand that the moneys neces- 
sary to carry out your requirements are provided to these agencies? 

Mr. Gray. That is right. And they are in their appropriations, 

Senator Eitenper. And it is not done on a reimbursable basis? 

Mr. Gray. No, sir; it is not. 

Senator ELLeNperR. To what extent are these plans revised as you go 
along? Are they changed often? 

In order to carry out some of your requirements, I presume you 
make certain assumptions. 

Mr. Gray. That is correct. 

Senator Eititenver. That is correct; is it now ? 

Now, if, perchance, something occurs a year or two after a study is 
made and you want additional studies, do you make further assump- 
tions? Or exactly how do you handle that ? 

Mr. Gray. Well, there certainly will be occasions when this takes 
place, and we have constantly changing concepts. The nature of the 
enemy threat changes. 


ASSUMPTIONS USED IN DEFENSE PLANNING 


Senator Ex.:enper. I just wonder who hatches all that up, where 
you get it from. Of course, I do not want to give out any secrets now, 
ut it is in the other record. I am on the Defense subcommittee, and 
I remember that plans and specifications for our defense were made 
and based on certain Russian elements being in existence, of a vintage 
of about 10 years ago, and they are still working on that. But we 
find in the meantime that things have changed, and yet we go back 
to the same old assumption of 10 years ago. It may not be 10, but 5- 
Do you follow the same procedures? 

Mr. Gray. I cannot say with 100-percent success, but certainly we 
try to keep the assumptions up to date, Senator. 

The one thing I should like to point out in all of this—and I said 
this before the committee the other day when I appeared in another 
connection : 

In past wars we have had an ee to take a lot of steps for 
preparedness while the actual fighting was going on elsewhere, and, 
in most cases, with some knowledge before we got into the fighting: 
that we probably would do so. 
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POSSIBILITY OF ATTACK WITHOUT WARNING 


Now we are facing a situation—of course, it is almost unthinkable 
to visualize it, but a situation that could develop, in which there will 
not be any time for making these preparations. We could be in- 
volved in an attack on this country, a massive attack, without warn- 
ing. We have never faced this possibility before. 

So the purpose of this planning is to do the necessary preparing 
now while we are not in actual war conditions in order to anticipate 
as much as we can the actions that should be taken if we should get 
into partial or complete mobilization. 


LETTER TO SUBCOMMITTEE 


Senator Eititenper. Well, Mr. Gray, what do you think of the sug- 
gestion I made awhile ago? 

It strikes me you would stand a better chance of getting all of 
this done if it were done on a reimbursable basis because the armed 
services come before our committee and get almost anything they 
want, anything they ask for. And if this were placed in the armed 
services budget you might get better responses from the Congress than 
to let the agencies.come in and ask for the money. 

Mr. Gray. Well, unfortunately, much of this mobilization pre- 
paredness activity is not an Armed Forces matter. 

Senator E.tenper. It is defense. It entails the same thing. It is 
all defense. 

Mr. Gray. There is an alternative which I adverted to, though not 
the only alternative, to set up an agency which would undertake to 
do the whole job of planning. Congress tried that once, and it did 
not work very well. 

Senator ELtenper. You would not have to do that. The Chairman 
of the Commission is now asking for $225,000 to do that work with. 

Mr. Gray. That is right. 

Senator ELtenpER. Since the House has refused it, you might stand 
a better chance of getting it through armed services and doing the 
work on a reimbursable basis. 

Mr. Gray. I do not believe I = persuade Mr. Wilson to include 
this $225,000 in his military bud 

Senator Extenper. You mig : if we refused to give it to this 
agency, and you say it is necessary, because to my way of thinking it 
is Just as much defense as preparing guns and airfields ‘for our defense. 
It is just as necessary. Transportation is certainly as necessary as 
are all of these other requests that have been made for our defense. 

Mr. Gray. I agree as to the importance of it, and that is why I 
am back here before your committee in connection with the ICC 
request. 

Senator Magnuson. What Senator Ellender means is that you will 
have a much better climate in the Armed Services Appropriation 
Committee. These agencies stick out like a sore thumb around here. 

Mr. Gray. Senator, I have just recently come from the Defense 
Department and I know exactly what you mean. 

Senator Magnuson. Yes; $225,000 would be just lost in that place. 
No one would even know it was there, I imagine. But here they are 
working on such tight margins in these agencies. 
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Senator ELLtenper. And the sad thing about it is that if we should 
fail te restore that $225,000, other services would suffer in order to 
comply with ODM’s request. That is what is going to happen. And 
that is why I say that in my humble judgment this ought to be done 
as now suggested on a reimbursable basis and you would get the job 
done and without causing any suffering as to other jobs that have 
to be done by these agencies. 


DELEGATION OF FUNCTIONS TO OTHER AGENCIES 





Now, Mr. Gray, you do not have to put this in the record, but I 
wonder if I could have from you exactly how much money is bein 
requested, similar to this request being made with ICC, of $225,000. 
How many other agencies are you depending on to carry out this work 
for you, and at what cost? 
Mr. Gray. I am unable to supply those figures at the moment. 
Senator ELtenper. Can you not furnish them for the record ? 
Mr. Gray. That is right. 
Senator Macnuson. There would be several: Commerce, Labor 
Senator ELLenper. Suppose you make a little résumé of that and 
see from what departments or agencies or what-have-you you are get- 
ting this work done and how much has been requested from the budget 
for these services. 
Mr. Gray. I will supply that for the record. 
(The material referred to follows:) 


Practically all departments and agencies have essential wartime functions, 
and are concerned with mobilization preparedness measures. For most agencies, 
mobilization activities are an integral part of their nermal programs and are 
not separately stated in their budget estimates. In some such instances, the 
time and cost attributable to the mobilization aspects of these programs are 
relatively minor and cannot be readily determined. In this category are Depart- 
ments of State, Treasury, Justice, Agriculture, and Health, Education, and 
Welfare, and the United States Civil Service Commission. In other instances, 
the time and cost attributable to mobilization activities are relatively major. 
For example, the Business and Defense Services Administration, Department of 
Commerce, estimates that 80 percent of its total request for its industry divi- 
sions, or $2,656,800, is for mobilization readiness; and that approximately $45,333 
of the amount requested for its Office of Area Development is for defense 
activities. 

The following departments and agencies have made specific requests for 
mobilization activities in the amounts shown: 





Post Office Department (relocation site) _..........-.___________- $25, 000 
Department of the Interior: 
Office of the Secretary (Electric Power) ~-._.-_----___________ 39, 015 
CENCe. OF TEmermis: MOUTNEEIONe oo 313, 000 
Office of OF and Gane... nko eo ; 
Department of Commerce: 
Defense Air Transportation Administration__..__.__..__._____-___- 79, 930 
Business and Defense Services Administration (for service from 


Census) 


Department of Labor 


Atomic Energy Commission (relocation site) _..._.._._____.__________- 68, 000 
General Services Administration: 
Administrative Operations (relocation site) ..___-_-___________ 28, 000 
Communications facilities (protection) ---__.______-_--____--_____ 300, 000 
Housing and Home Finance Agency___---_._---_~_---_-_--_--~_ ie 175, 000 


Interstate Commerce Commission 


2, 345, 345 
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HOUSE COMMITTEE SUGGESTION 


Senator Maenuson. Mr. Cooper just informs me that in the House 
Labor Appts riations Committee they make the suggestion that the 
request should be made by ODM rather than the agencies called upon 
to do the work. 

Mr. Gray. I am thinking in terms of the 1958 bill. I certainly 
would be eager and happy to explore the whole situation as best I 
can for the future. 

Senator Magnuson. But today you are confronted with doing it 
this way, and I think it should be subjeet to review. All of us know 
a little better where we are. 

Here is one appropriation bill where the House has knocked it out, 
and fe is out in other bills. And in your budget it is not shown there 
at all. 

So it makes quite a bit of difference. 

Mr. Gray. Thank you for letting me come back. 


INSPECTION SERVICE IN MOTOR CARRIER DIVISION 


Senator Magnuson. Coming back to the Commission, on last year 
we increased the amount of inspection service under the Motor Carrier 
Division. Are you asking for the same amount in this year’s budget 
at last year, or practically the same? Have you added more people? 

Mr. CrarkE. Practically the same. However, we are asking for 5 
more safety inspectors to take care of the migrant labor problem 
which resulted from the enactment of legislation. 

Senator Magnuson. I wanted the record to show that we did add 
to that Division by passing a bill out of the other committee, of which 
I am chairman, which would require, Senator Ellender, some general 
inspection of those who haul migrant workers. And that added some 
more responsibility to the Interstate Commerce Commission. 

Mr. Cxiarxe. Five more safety inspectors, yes. 

Senator Maenvson. In the Bureau of Water Carriers and Freight 
Forwarders you are asking for the same amount of positions as last 
year? 

Mr. Crarke. Yes, sir. 

Senator Magnuson. Has there not been some increase in that work, 
or is it remaining about the same? 

Mr. Criarke. There has been some increase in the workload. 

Senator Magnuson. More on the freight forwarders? 

Mr. Crarke. Well, we are beginning to see a little more activity 
in the water-carrier field, too. 

Senator Magnuson. Yes: but there is more in that. And I was 
thinking if we passed the bill recommended by the ICC, in the freight- 
forwarder field, you will have some more work there to do on appli- 
cations as they come in. 

Mr. Ciarke. Yes. However, we have not provided for that in this 
budget request. 

Senator Macnuson. No, but it may have to come back, I want the 
record to show, because there would be more activity in that Division. 

Mr. Crarke. Yes, sir. 
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PROGRESS ON BACKLOG 


Senator Magnuson. On the question of backlog, how are you pro- 
gressing on that? Thatisin the record? 

Senator ELtenper. I asked about.it a while ago. 

Mr. Cuarke. We are making what we think is very encouraging 
headway. I might give you just a quick little summary here. 

In connection with formal case proceedings—that is, those cases 
handled by our Bureau of Finance, our Bureau of Motor Carriers, our 
Bureau of Rates and Practices and our Bureau of Water Carriers 
and Freight Forwarders—from the end of fiscal year 1954 to the 
end of fiscal year 1956, receipts of cases increased 18 percent. Cases 
disposed of increased 41 percent. And the number of cases pending 
has decreased 16 percent. 

So you can see we are making rather substantial headway in dis- 
posing of the backlog. 

Now, based on our experience during the past 7 months of the 
current fiscal year, we estimate that from the fiscal year 1954 to the 
end of fiscal year 1957 all the receipts of new cases will have increased 
29 percent, cases disposed of will have increased by 46 percent, and 
number of cases pending will have decreased by 27 percent. 


RECRUITMENT OF EXAMINERS 


Senator Ex.Lenpver. Are you still having some trouble in getting 
qualified examiners / 

Mr. Cuarke. Yes, we are, Mr. Chairman. 

Senator ELLeNnDER. We sent a lot of those abroad to let them work 
for ICA? 

Mr. Ciarke. We don’t send any abroad. 

Senator ELLenper. But that is why you are short of them. I saw 
a lot of them in Asia and the Middle East. 

Mr. CiarKke. We would like to see a few more around 12th and 
Constitution Avenue. 

Senator ELLtenper. Yes, rather than sending them abroad. They 
get. better pay abroad. I guess that is why they like to go abroad. 


TRAVEL LIMITATION 


Senator Maenuson. Now on safety provisions, both in railroad 
and motor carriers, the House again limited your travel amount. 

Mr. Crarke. Yes, which puts us in a very difficult position. 

While we have more safety inspectors, they are immobilized. For 
instance, at the present time our service agents have enough money for 
only 5 days’ travel per month. 

Senator Maenuson. Where is that language in the bill? And, 
of course, our intention when we gave you the increase to add to 
this important service was that we keep them out in the field as 
much as possible. There is no use having them if they cannot get 
around. 

Mr. Cuarke. And that is the reason why we feel so strongly that it 
is imperative to restore our travel money. 

Senator Magnuson. The limitation says “Not to exceed $1,085,000 
for expenses of travel”; you are just talking about the travel limitation. 

Mr. Crarke. Yes. 


90699—_57—_——22 
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Senator Macnuson. What do you suggest other than the figure 
$1.085,0002 

Mr. CiarKe. We believe that we should have $1,247,700. 

Senator E.tenper. That is what you spent the current year? 

Mr. Ciarke. No, we did not. But to allow a minimum of 8 days’ 
travel for service agents and to maintain the current travel level of all 
other employees we would need this much money. 

Senator ELLenper. I meant this current year really. 

Mr. Ryan. Alsosome of the additional travel money covers increases 
in personnel like those 5 safety inspectors and 7 supervisors we are 
requesting to cover those States where we do not now have motor- 
carrier supervisors. 

Senator Macnuson. All of these amounts include your $880,000 for 
that mandatory retirement ? 

Mr. Cuiarxke. That is right. 

Senator Macnuson. So that is a fixed amount that was added re- 
gardless of what you do about it? 

Mr. Cuiarke. We have no control over that. 


BUDGET REDUCTIONS 


ao Maenuson. How much did the Budget cut you, if you can 
tell me? 

Mr. Crarxe. We asked the Budget for $18,185,000. So they cut us 
$685,000. 

Senator Macnuson. So that what you asked for, coupled with the 
Budget cut and the House cut, would run $1,600,000. 

Mr. Criarke. Yes. 

Senator Macnuson. I have no further questions. 

Senator E:tenper. As I understand it, under a recent ruling, or 
however it was done, common carriers are permitted to up their rates 
without prior judgment by the Commission, and later on the Commis- 
sion does examine into the facts and then makes a judgment or finding 
one way or the other. 

Now to what extent has that method of approach on treating with 
rates increased or decreased your workload ? 

Mr. Crarke. There has not been any particular change in that 
regard. The Interstate Commerce Act contemplates that all carriers 
will originate their rates. They file some 150,000 tariffs a year with 
several million rates, and we suspend those that are protested or those 
that we think are questionable. We hold hearings on just the limited 
number that we think might—— 

Senator E.ttenper. You must have received protests from every 
increase. 

Mr. Crarke. Oh, no, sir. 

Senator Magnuson. They probably should, but they do not. 

Senator ELtENpER. You mean from those who have to pay you do not 
receive any protests? 

Mr. Ciarker. Sometimes we don’t. Sometimes the shipper is 
agreeable to paying an increased rate. 

Senator ELtenper. You do not find collusion between them in 
agreeing to do it, do you? 

Mr. Crarke. No, sir. It is not to the advantage of the shipper to 
pay more, but sometimes, being reasonable, he realizes that he has to in 
order to maintain the service. 
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TIME REQUIREMENT IN FINAL ADJUSTMENTS 


Senator Exienver. Well, you say that has not changed your work- 
load? How long do you permit the rate to go on without final ad- 
justment ? 

Mr. Crarke. By statute, a rate may be suspended for 7 months, and 


within that time we are supposed to determine whether or not it is 
lawful. 


Senator Ex.,enpver. Within 7 months? 
Mr. Crarke. Yes. 


Senator Macgnuson. If you do not, it still goes into effect. 
Mr. Cuarke. Yes. 


Senator Exrenper. That was what was running in my mind, and 
I had forgotten about that. 


Now does that not in a measure deter your looking into the matter 
as closely as you should? 


It might be a blunt question, but I would like to get your answer to 
that. 


Mr. Crarxe. No, I don’t believe so. 
Senator ELLenper. You do not think so? 
Mr. Cruarxke. I think we scrutinize them. 


Senator Extenper. Is that scrutiny done by you before you permit 
the rate to rise ? 

Mr. Crarke. In most instances it is done before the rate goes into 
effect. However, we can and sometimes do allow the rate to go into 
effect, and then determine its reasonableness later on. 

Senator E.LLenper. That is within the 7 months. 

Mr. Crarke. Yes. 

Senator Eiienpver. I had in mind this: 

If an application is made to what extent do you study that appli- 
cation before permitting a rise in the rate ? 

Mr. CiarKke. We have a very limited time in which to do it, because 
a rate when filed is filed to become effective in 30 days. 

Now protestants have 18 days in which to object, and then the 
proponent of the rate, or the applicant, has, I believe, 10 days in 
which to reply, which leaves us only about 2 days to consider the mat- 
ter and ie a determination as to whether or not to suspend. 

Senator ELtenper. I presume that those who object give you the 
basis for their objection, and you more or less study that. 

Mr. Ciarke. Yes; we do. However, one of our budget requests for 
increases is for more tariff examiners or those who would make this 
first examination of the proposed rate. 

Senator ELttenper. A few weeks ago it was my privilege to attend 
a meeting here in Washington of some railroad organization. 

Mr. CLarke. The Federation for Railroad Progress. 


Senator ExLenper. And I was very much interested in a talk made 
there. 


Mr. Crarke. By General Lasher. 
MULYIPLICITY OF RATES 


Senator Eitenper. And I was astounded to learn of the huge num- 
ber of different rates on different objects. 


Is there not a way to eliminate all of that redtape? Is there not a 
way to make it so that you could simplify the procedure? 








SETS aS SASS PIS 


his ATE NA OPERAS MOE TAT Ts 


Spee eee semreepereg ree 





| 
| 





338 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


Mr. Crarke. The best brains in the transportation industry have 
been working on that problem for a good many years, Senator, and 
a t deal of tariff simplification has been accomplished. 

repre E.venver. Of course, I am against all these special studies, 
as my good friend from Washington knows, but it strikes me that 
with so many rates on different articles ——— 

As I recall, there were thousands of different rates on articles 
brought from New York City to Buffalo, as he put it. And it strikes 
me that you ought to be able. to simplify that. In other words, get 
away from the horse-and-buggy days and come on and modernize 
yourself a little better. 


PROBLEM INVOLVED IN TARIFF SIMPLIFICATION 


Mr. CrarKx. We are striving for tariff simplification, but it is an 
extremely difficult job and a delicate one because you are always in 
danger of disrupting market relationships and adversely affecting 
some shipper. 

Senator Macnuson. I think he said there were 17,000 listed rates 
between New York and Buffalo. 

Senator ELLenper. I knew it was in the thousands. 

Mr. Crarke. I am confident there are at least that many, but there 
are hundreds of thousands of items that are shipped between those 

oints. 
3 Senator Ex.enver. But there is a different rate on each. That is 
the point he made. 

And I can see the vast amount of work that is attendant upon 
having to pass upon so many articles with different rates. 

Mr. Ciarke. It isa gigantic job. 

Senator Exrenper. Well, I am hopeful that some day you will be 
able to simplify that and cut your request here by a third or more. 

Mr. Crarxke. I hope we can do that without understanding a big 
and expensive study. 

Senator Extenver. Of that I am hopeful, too. 


POLICY ON BALANCED LOAD ALLOWANCES 


Senator Magnuson. Has the Commission changed its general pol- 
icy of issuing certificates on a given route allowmg commodities 
going, and not the same commodities coming ? 

Mr. Crarke. I would say there has been no fixed change of policy. 
However, there is a trend, or more liberality in allowing a balanced 
load in each direction as a result of the thinking of the new Com- 
missioners. 

Senator Maenuson. I know you could not have a fixed policy on 
that, but in a lot of those cases it seemed to me not the better part 
of wisdom to allow a bunch of commodities to go one way and not 
allow the same commodities to come back. 

Mr. Crarke. I agree wholeheartedly. 

Senator Magnuson. I know sometimes there is two-way traffic 
dealing in different types of commodities. 

Mr. Crarxe. Of course, there are different competitive situations 
depending on which direction you are going. 
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Senator Magnuson. On the railroad rates, what is the procedure 
now on that? The railroad files a rate increase. They are always 
subject to hearings, are they not? 

r. CuarKke. Yes. However, we have streamlined our procedure, 
Senator. All the direct testimony is now put in by verified state- 
ments, and at the oral hearing is subject to cross-examination. 

Senator Macenuson. I might suggest a change in the act, an amend- 
ment to handle this tremendous number of rate filings on other forms 
of transportation. 

You say that you get stuck with almost a 2-day period there. 
Would that be suggested in this case? 

Mr. CiarKE. or believe legislation is needed to do that. We 
could change our rules of procedure to shorten the time for filing of 
protests and give ourselves a little more time to move around. 


T-MONTH SUSPENSION PERIOD 


The only thing the statute now provides is a 7-month ee 
period. e are not advocating any change in that, although there 
are lots of proposals. In the Cabinet Committee report, I believe, 
it is proposed that it be cut down to 90 days or something impossible. 

We are opposed to any reduction in the time. 

Senator atin: Yes, because you need the time. 

Mr. Ciarke. We need every minute of it in most cases. 

Senator Maanuson. I have no further questions unless there is 
something else you want to add to what is in the House bill. 

Mr. Crarke. There is one more thing I would like to put on the 
record, Senator. 


EARMARKED FUNDS FOR DEFENSE MOBILIZATION 


If the committee should feel that the Interstate Commerce Commis- 
sion is the proper agency to carry on mobilization planning activities, 
it would not be enough merely to remove from the bill the provision 
against spending any money for it. If that was all that was done, 
then we would have to rob Peter to pay Paul. We would have to take 
the money away from other activities. 

So we strongly urge that a fixed amount—and we say $225,000— 
be put in, earmarked for that work so that it won’t be confused with 
our regulatory funds. 

Senator Macgnuson. It seems that if there is one field in which plan- 
ning is necessary in case something should happen it should be in this 
field because during the war years that was the busiest place in town. 

Mr. CrarKke. That is right. 

jemnte Magnuson. It had more responsibility than any other 
place. 

Mr. Crarke. We have been in the business of transportation mobi- 
lization planning for a good many years, and it would be unfortunate 
if the continuity of activity should be broken. 


PURCHASE OF AUTOMOBILES 


Mr. Scum. Mr. Chairman, there is one other item that gives us 
considerable concern, and that is that there is a general provision in 
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the House report which precludes us from purchasing any more 
automobiles. 


We already have a shortage. 
Senator Macnuson. Well, you put in the record what you think 


is wrong with that because every bill that comes over from the House 
has that automobile thing in it. 


Mr. Scumip. Could we put a statement in the record on that? 


Senator Maenuson. Put a statement in the record explaining why 
you do not like it. 


Mr. Crarke. Our reason is a little different. Our cars are specially 


equipped for highway safety work. We can’t take them out of the 
pool. 


Mr. Scumip. We also have need for language on uniforms. 

Senator Macenuson. Thank you very much. We appreciate your 
coming. 

(The statements referred to follow :) 


Passenger vehicles owned by the Commission are used by district supervisors 
and safety inspectors of our Bureau of Motor Carriers in investigative and law- 
enforcement work. The Bureau of Motor Carriers field staff must travel over 
large areas in the performance of their duties and in many cases, the travel to 
the scene of accidents must be performed at night or on nonwork days. Our 
vehicles are specially equipped with devices necessary to the inspection of 
trucks and investigation of accidents, and with the exception of some cars pur- 
chased during and immediately after World War II, are painted white, with 
Interstate Commerce Commission in black lettering, for easy identification by 
motor carriers. This ready identification has an outstanding psychological 
effect on the motor-carrier industry and has enabled the Commission to obtain, 
in many instances, voluntary compliance in the field of highway safety prac- 
tices. Exclusive control of such vehicles is essential to effective regulation of 
motor carriers. 

We believe it essential to the proper performance of our motor-carrier regu- 
latory duties that the Commission continue to operate its own specially identi- 
fied and equipped fleet of automobiles, and that it be allowed to continue the 
orderly replacement of such automobiles for purposes of long-range economy. 

Although General Services Administration has established motor pools in 
17 cities, 67 of our district offices are located in cities where no GSA motor pool 
is operating. Therefore, even if General Services Administration were able to 
furnish cars, specially identified and equipped, it would be impractical, in many 
instances, to adopt the practice of obtaining motor vehicles from the General 
Services Administration. 

Accordingly, we respectfully request your committee to restore our request 


to purchase 106 passenger vehicles of which 62 are needed for replacement 
purposes. 


PURCHASE OF UNIFORMS 


It is requested that the Commission be authorized to use its appropriation 
for the purchase of, or to make allowances for uniforms. This would be ac- 
complished by inserting in the appropriation text the following: 

“Uniforms or allowances therefor as authorized by law ;” 

A considerable portion of the time of our district supervisors and safety in- 
spectors is devoted to conducting road checks in cooperation with officials 
of the different States. These road checks are invaluable in promoting highway 
safety and compliance with part II, Interstate Commerce Act. We propose to 
require our employees engaged in conducting road checks to wear a designated 
uniform for the following reasons: 

1. To properly identify themselves as Federal and Interstate Commerce 
Commission employees. 

2. To provide for the protection of our employees when performing road 
checks during the night hours. 

3. To increase their stature and improve their appearance for the pur- 
pose of increasing compliance with the law and our regulations. 
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4. To conserve their personal clothing since road checks require activity 
on and under buses and trucks in order to locate mechanical defects 
affecting their safety of operation. 

5. To help prevent unauthorized persons from representing themselves 
as “ICC inspectors” for unlawful purposes. 

Under the provisions of title XV of Supplemental Appropriation Act, 1956, 
Public Law 219, 84th Congress, the Commission had authority during the fiscal 
year 1956 to purchase uniforms or to make allowances therefor as authorized by 
the act of September 1, 1954, as amended (68 Stat. 1114 and 69 Stat. 49). This 
authority was not carried over into the appropriation text for 1957 and 1958. 
It is proposed to make allowance for uniforms during the fiscal year 1958 at a 
total cost of about $2,100. In order to provide additional employees with 
uniforms and to replace uniforms as they wear out, the Commission should 
have continuing authority to provide for such uniforms. 


Senator Macnuson. National Capital Housing Authority. 
NATIONAL CAPITAL HOUSING AUTHORITY 


STATEMENTS OF JAMES RING, EXECUTIVE DIRECTOR; CONRAD 
JONES, COMPTROLLER; AND LOUIS N. MOORE, BUDGET OFFICER 


LETTER TO SUBCOMMITTEE 


Senator Magnuson. Is National Capital Housing Authority here? 

Mr. Ring, if you will come forward, we will be glad to hear from 
you. 

Senator ExLLenper. Mr. Ring, I notice you addressed a letter to 
Senator Magnuson, dated March 20, 1957, in respect to your appro- 
priation, and I will ask that your letter be placed in the record at this 
point. 

(The letter referred to follows:) 


NATIONAL CAPITAL Housing AUTHORITY, 


Washington, D. C., March 20, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in charge of the 
Indepenedent Offices Appropriation Bill for 1958, 
United States Senate, Washington, D. CO. 

Dear SENATOR MAGNUSON: The proposed bill, H. R. 6070, contains an appro- 
priation of $40,000 for the “Maintenance and operation of properties” erected 
or acquired under'‘the District of Columbia Alley Dwelling Act. Although the 
proposed appropriation represents a reduction of $2,000 from the amount recom- 
mended in the President’s budget, it is our opinion that the properties can be 
operated during fiscal year 1958 with the reduced appropriation by deferring 
certain unusual expenses until the following year. 

The National Capital Housing Authority therefore does not recommend changes 
in that part of H. R. 6070 relating to an appropriation for the agency. Since 
no changes in the proposed appropriation bill are being requested we are not 
requesting a hearing before your committee unless you desire to have us 
appear. 

Sincerely yours, 
JAMES RING, Executive Director. 


BUDGET REQUEST 


Senator Extenper. I note that you requested $42,000, which was 
the budget estimate, and that last year or this current year you have 
$38,000, and your retirement-fund contribution is $1,322. The House 
allowed you $40,000, and you are satisfied with that amount. That is, 
you will take that amount. 
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Mr. Rina. Yes, Senator. We feel that we can operate on that 
amount through the deferral of some work that has been planned for 
this year. 

Senator Exienper. Will there be any losses sustained? Will the 
work be retarded that you are doing? Or exactly why was an addi- 
tional sum put? 

Mr. Ring. It was put because of schedules that we have with regard 
to, for example, the painting of the property, the group of prop- 
erties under our management that are covered by the appropriation 
item. 

Senator Ex..tenper. Has your workload been increased because of 
additional units being erected since your last appearance before us? 

Mr. Rivne. No, sir; not so far as this title I program is concerned. 
That program has been relatively static for many years. Virtually 
all of our work today is provided for through loans and annual con- 
tributions from the Public Housing Administration. 

Senator Extenper. I noticed today that Senator Morse is advocat- 
ing quite a large program. But you have not had any new units 
added to your workload in recent months, have you? Or years? 

Mr. Rina. Under the program aided by the Public Housing Ad- 
ministration we have had additions to our properties under manage- 
ment, and we have at the present time a development program of 
4,139 dwelling units. One thousand five hundred of those units will 
have to be provided on sites that we have not yet found in the 
District of Columbia. 

Senator Exienper. Is there anything else you desire to add? 

Mr. Rive. I think that will be all, Senator. Thank you very much 
for this hearing. 


NaTIonAL Securtry TRAINING CoMMISSION 


HOUSE REPORT AND WHITE HOUSE STATEMENT 


Senator Extenver. We will now take up the National Security 
Training Commission. 

I ask that, on page 12 of the House report, the language under that 
title be inserted in the record at this point, and a statement from the 
White House indicating that the Commission has been abolished be 
inserted in the record at this point. 

(The material referred to follows :) 


Excerpt From House Report No. 197 
NATIONAL SECURITY TRAINING COMMISSION 


Salaries and expenses.—The bill contains no funds for this Commission inas- 
much as the Commission has under consideration at the present time the prob- 
ability of completing its activities before the end of the current fiscal year. It 
requested that the committee not hold hearings on its 1958 budget estimate for 
$75,000 pending final determination of its status. 


THe WHITE House 
The White House today (March 28, 1957) made public the following exchange 


of letters between the President and the members of the National Security 
Training Commission. 
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The text of the President’s letter follows: 

Maron 25, 1957. 

DEAR : I have withheld an earlier reply to your February 5 letter 
cosigned by your fellow Commissioners in order to afford myself adequate oppor- 
tunity to reflect carefully upon your recommendation, for I have had serious 
misgivings in respect to the proposal that the National Security Training Com- 
mission be permitted to expire. 

Now, however, I have concluded that the Commission’s viewpoint is in fact the 
right one. I have reached this decision not only for the reasons set forth in your 
letter but also for the following additional reason : 

I recall that your Commission was originally established to oversee the training 
of young Americans in a civilian corps. That corps never having been put into 
effect by the Congress, your Commission has been placed in the difficult position 
of overseeing training directed not by civilians but by the military. This being 
so, I must conclude that continued operation of the Commission in existing cir- 
cumstances, and in the face of apparent congressional disinclination to establish 
a National Security Training Corps, would confront your Commission with con- 
tinuing difficulties that are probably insurmountable. I say this in full realization 
also that the additional duties imposed upon the Commission these past 3 years 
in fields relating to the Reserve components of the Armed Forces have been 
completed and are now showing very encouraging results. 

Certainly I agree with the Commission that there can be little justification 
for concerning yourselves with the well-being of young men 17 to 18% years of 
age who are undergoing 6 months of military training, while at the same time 
having to presume that other young men in the same age group can satisfac- 
torily undergo such training without such supervision. This anomalous situa- 
tion is, of course, the result of the lack of the civilian training corps originally 
contemplated when the Commission was established. 

In accepting by this letter your recommendation that the National Security 
Training Commission be permitted to expire at the end of this fiscal year, I 
want it clearly understood that I do so with a feeling of lasting appreciation to 
you who for so long have concerned yourselves patriotically and effectively 
with matters basic to our national strength. I know of the fine work per- 
formed and feel a deep personal obligation to you and your colleagues. My 
congratulations both for a job well done and for selfless, devoted service to our 
eountry. I look forward to receiving the final report mentioned in the last 
sentence of the Commission’s letter. 

Sincerely, 





DwiGcuHTt D. EISENHOWER. 


The text of the letter from the members of the Commission to the President 
follows: 

Fresrvuary 5, 1957. 

DEAR Mr. PRESIDENT: As you know, the National Security Training Commis- 
sion was created by the Universal Military Training and Service Act of 1951, 
which provided that the Commission should submit to the Congress legislative 
recommendations for the establishment of a 6-month Reserve training program. 

After the Congress failed to act favorably on the Commission’s first proposal 
in 1952, the Commission, at your direction, prepared a report in 1953 called 
Twentieth Century Minutemen, which outlined another plan for a Reserve 
program. This report became the basis of the Reserve Forces Act of August 9, 
1955, which furnished a workable and realistic foundation for building a strong 
citizens’ Reserve. 

This act provided that the Commission should advise the President and the 
Secretary of Defense, and report annually to the Congress with respect to the 
welfare of persons undergoing 6 months’ active duty for training. The act also 
stipulated within 60 days the Commission should give the Secretary of Defense 
recommendations for the personal safety, health, welfare, and morals of 
members of the Ready Reserve. 

In accordance with the provisions of this act, the Commission, on October 1, 
1955, sent a report to the Secretary of Defense on the matters enumerated above. 
The recommendations made by the Commission became Defense Department 
policy in regard to the conduct of these matters in the Reserve training program. 

In further carrying out the provisions of this law, the Commission in 1956 
conducted extensive inspections of military installations. We found that the 
Armed Forces were doing an excellent job in looking after the welfare of the 
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6-month trainees. The Commission also worked with the Department of De 
fense: and the Armed Forces in developing and conducting an educational pro- 
gram to inform the public of the needs and. benefits of the 6-month Reserve 
training program and to promote enlistments. The climax of this effort was 
Military Reserve Week, April 22-28, 1956, widely acclaimed as the greatest 
promotional effort of its kind ever put forth in peacetime by American business, 
labor, and private organizations on behalf of an Armed Forces program. 

On September 15, 1956, the Commission submitted its first report to the 
Congress under the Reserve Forces Act of 1955. This report dealt in detail 
with matters affecting the welfare of trainees as well as with results of the 
educational campaign. Since September 15, the Commission has continued to 
discharge its responsibility by conducting further inspections of military in- 
stallations and by rendering advice to the Secretary of Defense on matters 
relating to the Reserve program. 

On January 15, 1957, the Chairman of this Commission had the honor of swear- 
ing in the 100,000th Army reservist since the Reserve Forces Act of 1955 became 
law. The number of young men entering the 6-month program, esch week, bas 
risen from approximately 600 last summer to 1,500 now. We believe, in view 
of the recent directive put out by the Department of Defense, that enlistments 
will continue to rise. 

While a good beginning has been made and our limited task under the Reserve 
Forces Act of 1955 has been completed, the Commission believes that the original 
broad objectives of the Universal Military Training and Service Act of 1951 are 
not yet realized. Inequities in the obligation for military training and service 
and weakness in the strength of the Reserve continue to exist. 

We are deeply convinced that all reservists, in order to be considered ready in 
fact as well as in name, should receive at least 6 months’ military training. The 
recent steps taken by the Defense Department to require this training of all Re- 
serve components and to raise the age limit of the program from 1814 to 25 should 
help greatly to achieve the objective of a strong America. 

Now that the Reserve program is well underway, the members of this Com- 
mission feel that our mission has been accomplished. 

We believe that the Defense Department and the various Armed Forces can 
adequately look after the welfare of trainees without the aid of a civilian hody. 
In our observations at the various training camps, we have found no need for a 
distinction between the treatment accorded those 17 to 1814 years of age who 
were the special concern of this Commission, and that accorded those over 1814. 
The Commission is satisfied that the Armed Forces, from their long experience 
in dealing with young men, and from what the Commission itself has witnessed, 
are highly sensitive to their responsibilities to our youth and to the Nation in 
this regard. 

In approving the Commission’s funds for fiscal 1957, the Senate and House 
members of the appropriations conference committee expressed the desire that 
the Commission complete its work during the year. This, we believe, can be 
done. 

We recommend, therefore, subject to your approval, that the Commission ter- 
minate its activities on June 30, 1957, and thus make a contribution, even though 
small, toward reducing the expenses of Government. Prior to that date, we 
shall submit a final report to the Congress dealing with the welfare of the 6- 
month trainees during the second full year’s operation of the Reserve training 
program. 

Respectfully, 
Warren H. Aruerton.' 
ALBERT J. HAYES 
Tuomas C, KtnKarp, 
Admiral, United States Navy (Retired). 
Water Bepett SmireA, 
General, United States Army (Retired). 
Davip SARNOFF, 
Chairman. 


2 Concurring letter appended. 
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In concurring in the above letter, Commissioner Atherton also appended the 

following letter to the President: 
Feseuary 5, 1957. 

Dear Mr. PRESIDENT: In joining the members of the National Security Train- 
ing Gommission in their letter of February 5, I wish to add emphasis to the vital 
necessity for building a strong and equitable Ready Reserve. 

Readiness to resist against total war through training every physically eligible 
young American to defend our country has not yet been attained. 

Public Law 51, 82d Congress, provides “every male citizen * * * between the 
ages of 18 years and 6 months and 26 years * * * shall be liable for training and 
service in the Armed Forces of the United States.” This all-embracive liability 


has not yet been given effect by training men and organizing them into Active 
Reserve units. 


In your letter to us of August 1, 1953, you asked for suggestions to solve these 
problems: 


1. Inequities in the burdens of Armed Forces Reserves. 


2. Operation of a military training program to supply trained nonveteran 
reserves while continuing induction for service. 

3. The building of a strong and equitable citizen Reserve sufficiently trained to 
permit rapid expansion of Regular forces in time of war. 

We made our report and recommendations but Congress has not passed enabling 
legislation. ‘The crisis resulting from an inequitable, inadequate, and insuf- 
ficiently trained Reserve persists. 

Within the limits of the Reserve Forces Act of 1955, the National Security 
Training Commission has completed its mission. This limited law does not place 
upon this Commission the responsibility for preparing our youth for total war and 
our Nation for total defense. 

Permit me to express my appreciation for the opportunity of serving on the 
National Security Training Commission and to express the hope that means will 


be found to prepare our people for efficient defense against atomic attack. 
Sincerely, 


WaRBrREN H. ATHERTON. 


SECURITIES AND EXCHANGE COMMISSION 


STATEMENTS OF J. SINCLAIR ARMSTRONG, CHAIRMAN; HAROLD C. 
PATTERSON, COMMISSIONER; EARL F. HASTINGS, COMMIS- 
SIONER; JAMES C. SARGENT, COMMISSIONER; A. K. SCHEIDEN- 
HELM, EXECUTIVE DIRECTOR; AND FRANK J. DONATY, BUDGET 
AND FISCAL OFFICER 


BUDGET ESTIMATES 


Senator ELLenper. We will now take up the Securities and Exchange 
Commission. 

All right, Mr. Armstrong. Will you have a seat, please. 

I notice that last year, Mr. Armstrong, you were provided by the 
Congress with $5,749,000. The Budget estimate for this year is 
$7,178,000, in which is included the sum of $370,600 for the retirement- 
fund contribution. The House has recommended $6 ;5700,000. Are you 
asking that the amount the House cut be restored ? 

‘Mr. Armstrona. We v ery definitely are, Senator Ellender. 

Senator Exrenper. All right now, Mr. Armstrong, I notice that you 
have quite a long statement. I will ask that the statement be placed 
in the record at this point, and that you highlight it. Your letter will 
also be placed in the record, 
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(The statement and letter referred to follow :) 


STATEMENT OF CHAIRMAN J. SINCLAIR ARMSTRONG, SECURITIES AND EXCHANGE 
COMMISSION ON 1958 BupGret ESTIMATE 


Mr. Chairman and members of the committee, I am J. Sinclair Armstrong of 
Illinois, Chairman of the Securities and Exchange Commission. 

I want to thank you for the opportunity of being heard today with respect to 
the appropriation presently proposed for the Commission for the 1958 fiscal year 
which is a part of the independent offices appropriation bill, passed by the House 
of Representatives on March 20, 1957. The House bill provides $6,700,000 for 
oe caeomenen as compared with the budget estimate of $7,178,000, a reduction 
0 78,000. 

The Commission respectfully requests that the following amendments be made 
iu the bill: 


PROPOSED CHANGES 
(H. R. 6070, p. 20) 


(House hearings, p. 658) 


Line 16: Strike out “$197,500” and insert in lieu thereof “$284,500.” 
Line 19: Strike out “$6,700,000” and insert in lieu thereof $7,178,000.” 


JUSTIFICATIONS 


Justifications of the budget estimate have been submitted to your committee, 
and I understand that the printed testimony given at the hearings conducted by 
the House subcommittee with respect thereto is available to you. These docu- 
ments quite adequately explain the work required of the Commission; and its 
financial needs for the fiscal year 1958. I will not repeat the presentation made 
in the justifications or shown in the printed hearings before the House subcom- 
mittee. My remarks will be centered on the restoration of funds for additional 
personnel in the headquarters offices and on travel. 

The basic purpose of the Commission’s enforcement program is to protect public 
investors by requiring full and fair disclosure of all material facts about com- 
panies offering securities to the public in interstate commerce and preventing 
fraud and manipulation in the sale and trading of securities. This enforcement 
program affects vitally each of the Commission’s operating divisions, staff offices, 
and regional offices and can be understood properly only if considered as a whole. 

The House bill provides for 92 additional personnel in the field in order to 
implement the enforcement program. This field increase will generate additional 
workload for the operating divisions and staff offices of the Commission. The 
House bill does not provide for the 67 additional personnel requested for these 
divisions and offices. I will highlight some examples of the additional workload 
contemplated in the headquarters offices for fiscal 1958. 

1. In order to provide a staff to examine the registration statements; initiate 
stop-order proceedings ; effectively administer regulation A; provide the analyti- 
eal, investigative and legal actions in proxy contests; and to perform the numer- 
ous other tasks required of the Division, our estimate for 1958 includes 24 addi- 
tional positions in the Division of Corporation Finance. It is essential in the 
interest of the public investor that inadequate or misleading registration state- 
ments and prospectuses be amended to conform to the Commission’s requirements 
or that the sale of the securities be the subject of stop-order proceedings. Stop- 
order proceedings and formal investigations are an aspect of the Commission’s 
enforcement program for maintaining high standards of conduct in the sale of 
securities to the public. The Commission believes that in order to discharge its 
duties under the act, a firm position with respect to the filing of incomplete and 
misleading data for proposed public issues must be adhered to. In 1951, 544 
registration statements were filed at a dollar value of $6.4 billion as compared to 
an estimated 1,190 registration statements that will be filed in fiscal 1958 at an 
estimated dollar value of $17 billion—a 119-percent increase in number of 
statements and a 166-percent increase as to dollar value in a period of 7 years. 

2. The Division of Trading and Exchanges, in addition to other functions, 
supervises the Commission’s enforcement activities pertaining to the detection 
and prevention of illegal or fraudulent practices in the marketing and trading of 
securities both on the exchanges and in thn over-the-counter markets. Since the 








INDEPENDENT OFFICES APPROPRIATIONS, 1958 347 


workload of the Division largely’ depends upon the:output of the enfercement 
work from the regional offices, it will produce a material increase in the work- 
load of the Division. For example: In fiscal 1958, it is estimated that the review 
of reports of investigations will increase 75 percent; administrative proceedings 
will increase 27 percent; and the review of broker-dealer inspection reports will 
increase approximately 175 percent. 

3. In fiscal 1958, the estimated increase in the number of suspension orders, 
stop orders, denial or revocation of broker and dealer registrations, and delist- 
ing or suspension of securities en exchanges will require additional personnel 
for the Office of Hearing Examiners. .In fact, the Commission has been required 
to employ hearing examiners from another agency on a reimbursable basis for 
fiscal 1957 at a cost of approximately $22,000. It is believed that the amount of 
$22,800 for fiscal 1958 is underestimated in view of the present workload coupled 
with the increasing workload for fiscal 1958. 

4. The Office of Opinion Writing assists the Commission in the preparation 
of findings, opinions, and orders in contested cases, which come before the Com- 
mission for decision. In fiscal 1956, the Office disposed of 84 matters of an ad- 
judicatory nature as compared to an estimated 100 in fiscal 1957. It is esti- 
mated that as of June 30, 1957, the Office will have approximately 20 to 30 mat- 
ters on hand. In view of the anticipated increases in workload for fiscal 1958 
coupled with the number of matters on hand as of June 30, the additional 
positions for fiscal 1958 are necessary to fulfill the staff responsibilities to the 
Commission 

5. Finally, the General Counsel is the Commission’s principal consultant on 
overall legal policy, litigation, and legislation and its legal adviser in the enforce- 
ment and interpretation of the statutes administered by the Commission. The 
workload of the General Counsel has increased considerably in all phases of 
work in fiscal 1957, For example: In fiscal 1956, 17 cases were referred to the 
Department of Justice and United States attorneys for criminal action as com- 
pared to an estimated 30 cases for fiscal 1957. The workload of the General 
Counsel will substantially increase in fiscal year 1958 as a result of expansion 
of the Commission's enforcement activities. 

These are some examples of workload with which the Commission's operating 
divisions and staff offices are dealing at the present time. It is the considered 
opinion of the Commission that the high level of activity in the capital markets 
will continue unabated, thus presenting more and greater problems and work- 
load to be dealt with by the Commission’s operating division and staff offices in 
fiscal 1958. The enforcement program affects vitally each of the Commission’s 
divisions and offices as well as the regional offices. 


TRAVEL 


The Commission considers it necessary and essential that the limitation for 
travel be restored to $284,500. The House bill provides $197,500 for fiscal 1958 
which is the same amount for fiscal 1957. 

The effectiveness of the accelerated enforcement program depends upon two 
key factors: (1) maintaining a staff adequate to discharge the exacting duties 
of the program; and (2) availability of travel funds to give this personnel the 
mobility necessary to cover the large geographical areas in which the investiga- 
tive work must be accomplished. The House bill provides the personnel but does 
not provide the necessary travel funds to accomplish the Commission’s objectives 
adequately. 

During the first 6 months of fiscal 1957, approximately $102,000 was spent for 
travel. Of this amount, approximately $57,000 was used for the period Octo- 
ber 1 to December 31, or an average of $19,000 per month. At this rate, the 
Commission’s travel requirements are $114,000 for the last 6 months of fiscal 
1957, as compared to $95,500, which is available. This brief analysis justifiably 
indicates that the limitation of $197,500 for this fiscal year is insufficient; much 
less for fiscal year 1958. 

The Commission feels that its budget estimate of $7,178,000 represents the 
minimum financial requirement for fiscal 1958 for the proper exercise of its statu- 
tory functions for the protection of investors, consumers, «and the public interest 
against misrepresentation, fraud, manipulation, and other abuses, and asks that 


the reduction of $478,000 be restored and the travel limitation be increased to 
$284,500, as requested. 
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SECURITIES AND ExCHANGE COMMISSION, 
Washington, D.C., March 22, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the 
Independent Offices Appropriation Bill for 1958, 
United States Senate, Washington, D.C. 


DEAR SENATOR MAGNUSON: In reply to your letter of March 15, 1957, the Com- 
mission respec tfully requests the opportunity to be heard by your committee as 
to changes in the independent offices appropriation bill for 1958, H. R. 6070. 

The bill, as passed by the House of Representatives on March 20, 1957, pro- 
vides $6,700,000 for salaries and expenses of the Securities and Exchange Com- 
mission. This amount is $478,000 less than the fiscal 1958 budget estimate recom- 
mended to the Congress by the President. 

The Commission considers that its budget estimate of $7,178,000 represents the 
minimum financial requirements in fiscal 1958 for the proper exercise of its statu- 
tory functions for the protection of investors, consumers, and the public interest 
against misrepresentation, fraud, manipulation, and other abuses. The tremen- 
dous growth in the formation of investment capital from the savings of the Ameri- 
can people emphasizes the need for staffing and equipping the Commission so its 
functions of investor protection can be kept abreast of actual economic situations. 

The additional 159 positions requested for fiscal 1958 will be necessary to imple- 
ment the Commission’s enforcement program and to accelerate and expand its 
efforts to protect public investors. Of these new positions, 92 are for the regional 
offices, 47 for the 3 operating divisions, and 20 for the various staff offices. The 
overall reduction of $478,000 represents the elimination of 67 additional positions 
required in the headquarters offices at a net cost of $345,000, a reduction of $87,000 
in travel, and $46,000 in other expenses. 

The Commission in the last 5 years has increased the proportion of its field 
staff from 34 percent of its total staff to 38 percent. For example, the adminis- 
tration of filings of small issues, regulation A, has been decentralized to facilitate 
the financing of small business. In view of the accelerated enforcement program, 
additional personnel in the headquarters operating divisions and staff offices are 
essential to assist the Commission in the discharge of its responsibilities. For 
example: (1) Supervise and coordinate the investigational activities of regional 
offices ; (2) examine and process registration statements and annual and interim 
financial reports, including proxy soliciting statements; (3) conduct public and 
private administrative hearings; (4) prepare findings, opinions, and orders in 
contested cases; and (5) advise the Commission on overall legal policy, litiga- 
tion, and legislation. 

The Commission also considers it necessary that the limitation for travel be 
restored to $284,500 instead of $197,500, which is the same amount for fiscal 
1957. Since the bill provides for additional field personnel in fiscal 1958, the 
reduction of the travel limitation will severely curtail the ability of the Com- 
mission to conduct its fraud investigations and broker-dealer inspections. 

We respectfully request that the following changes be made in the bill: 


PROPOSED CHANGES (H. R. 6070, P. 21) 
(House hearings, p. 658) 
Securities and Exchange Commission 


Line 7: Strike out $197,500 and insert in lieu thereof $284,500. 
Line 10: Strike out $6,700,000 and insert in lieu thereof $7,178,000. 
Sincerely yours, 
J. SrINcLATR ARMSTRONG, Chairman. 


TRAVEL LIMITATION 


Senator ELLenpeR. Proceed, Mr. Armstrong. 

Mr. Armstrona. Senator Ellender, we would appreciate the inclu- 
sion, as you have just suggested, in the record of the statement, to- 
gether with the ac companying charts. We think that those would be 
helpful for the committee. 








360 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


Highlighting it, the proposed changes which we respectfully sug- 
gest the Senate make in the House bill are to strike out the travel limi- 
tation in the House bill of $197,500 and include the figure of $284,500. 

Senator ELtenper. Is that what you are currently spending, the rate 
at which you are currently spending now ? 

Mr. Armstrone. We are currently spending $197,500, but we will 
need next year for travel $284,500; and the reason for it, in capsule 
form, is this: 

The House has authorized a considerable addition to our enforce- 
ment staff in the field offices which are necessary in connection with 
our broker-dealer inspection program and our fraud-investigation 
program and our processing in the field offices of the filings for small 
issues of securities at $300,000 or less which we do in the field offices 
on a decentralized basis in order that it is more accessible for small 
business enterprises so that they do not have to come to Washington. 

Now in that connection there will be needed an increase in the travel 
allowance for those people in the field because you cannot do fraud 
investigation and broker-dealer inspection sitting in a Government 
office. You have to go into the offices of the broker-dealers you are 
inspecting and be out interviewing witnesses and so on, and we docu- 
mented that very perfectly. 

Senator ELLenper. In your budget estimate for 1958 you included 
that amount, I presume, for travel, so that it will not in any manner 
effect the appropriation. 

Mr. Armstrone. That is correct, sir. That does not increase the 
burden to the taxpayer, but it gives us a necessary flexibility so that 
our fraud men and inspectors can do the job in the field. 

Senator ELLENDER. Of this amount that you are asking for restora- 
tion would you be able to figure out how much would be lost to travel? 

Mr. Armstrone. Yes; I can give you the figures on that. 

Mr. Scheidenhelm, who is our executive director, has them here and 
he will give them to you. 


BREAKDOWNS OF TRAVEL REQUIREMENTS 


Mr. ScHemwenHELM. The amount for travel in the field for 60 posi- 
tions is $72,000 of the total increase of $87,000 requested. The re- 
maining is for 5 positions in the Corporate Regulation Division, and 
10 positions in the Corporation Finance Division, all of whom have 
to do with traveling in the field to the extent of $15,000. 

That is the way it was presented in our original estimate. 

Senator Eitenper. And that was mentioned as a part of the figure 
that you asked to be restored ? 

Mr. ArmstronG. That is the total of $87,000 we are asking to be 
restored to our travel limitation. 


RETIREMENT FUND CONTRIBUTION 


Senator ELtenper. Let us assume that Senate refuses to restore the 
amount requested. How much less will you require in the retirement 
fund than you are now asking for? 

Mr. Armstronc. Mr. Donaty, can you give that computation. 

Mr. Donary. Frank J. Donaty, budget and fiscal officer. 

The reduction of $478,000 as applied by the Commission includes 
approximately $23,000 for civil service retirement fund. 
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Senator ELLENpEr. So that if we should not restore the amount, you 
could reduce the $370,600 by $23,000. 

Mr. Donaty. By $23,000; yes, sir. 

Senator ELLENpER. Very well. 

Now you may proceed, Mr. Armstrong. 

Mr. Armstrrone. Senator Ellender, I will not go into a justification 
of the field-office work because that is the work which the House com- 
mittee has recommended go ahead. But I would like to say this in 
regard to the work of our Corporation Finance Division, our Trading 
and Exchange Division, our Ceepoeati Regulation Division, and our 
General Counsel’s Office here in Washington: 


INCREASE IN VOLUME OF REGISTERED ISSUES 


I have been a member of this Commission since 1953, and the Chair- 
man of it since 1955. During that period of time, that very short 
period of 4 years, the volume of registered issues in the Corporation 
Finance Division has virtually doubled. The number of personnel 
that we have processing those applications and statements has been 
decreased by one-third. And I am very deeply concerned not only 
for the effective processing of those documents, those disclosure docu- 
ments that it is our statutory duty to examine and process and for 
the Commission to examine, but I am deeply concerned for the wel- 
fare of our personnel in those Divisions because I do not believe that 
the Commission personnel can be asked to continue at the pace, at the 
rate, with the uncompensated overtime, with the Saturday and week- 
end work that we are presently al]. doing down there, and particularly 
the staffs of those operating Divisions. And I have seen the pressure, 
particularly during this period, present when all of the proxy cases 
are coming in, as they do, bunching up at the beginning of the year, 
with the pressure to examine the applications for the tremendous 
number of new issues that are coming across. 

Now we have put into the statement the accurate figures. For 
example, going back to 1951 the Division processed 544 registration 
statements sna the Securities Act of 1933 for a dollar amount, 
$6,400 million as compared with an amount that we estimate for 
1958—and, if anything, I believe we are being conservative in our 
estimate—of 1,190 registration statements, and we believe that the 
dollar value of the securities registered will, be about $17 billion. 

Now, that is 119 percent increase in number of statements, and 166 
percent increase in dollar value. 


20-DAY STATUTORY TIME PERIOD 


Now, under the 1933 act, we work under a 20-day statutory time 
period. We have got to complete our examination and be ready either 
to clear the statement or to put it to stop order. It is vitally impor- 
tant for businesses raising money. They need the money for capital 
requirements, for expansion, for plant and equipment expenditures, 
and it is vitally important that our Government agency keep to those 
time schedules. And that means that the present personnel who 
process registration statements have got to be given, in my opinion, 
sir, additional help by bringing in some more people. It 1s particu- 
larly desirable, because we are recruiting young professionals from 
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the law schools and the accounting schools, and that helps our staff, 
which was reduced from approximately 1,800 people in fiseal 1941 to 
less than 700 in fiscal 1955. The average age of our staff has gone up. 
And it is vitally necessary to get some younger professionals in to be 
trained, among other purposes, in order that they can carry on with 
this vitally important work in the public interest. 


ADDITIONAL EMPLOYEES REQUIRED 


Senator ELLeNper. Should we allow you the full amount, how many 
more people will you employ ? 

Mr. ArmsrroneG. Sixty-seven departmental. And I believe, sir, that 
it is a very conservative estimate, a modest estimate, in view of the 
tremendous volume of work that we have. 

I would say, Senator Ellender, that the capital markets today are 
the most active that they have ever been in the history of our country. 
That is a startling statement, but we have got some figures here in the 
charts to show you. 

We are charged with this vital duty of protecting the public inter- 
est, seeing to it that the provisions of the Securities Acts are carried 
out, and also doing the antifraud work. And there has been a drastic 
increase in fraud in this country in securities. 

Senator ELtenper. You say that this work must be done in a limited 
time. What if it is not done? What happens? 

Mr. Armstrong. If it is not done, sir, we are not fulfilling our 
obligation to the Congress as specified in the statute that we are sworn 
to administer. 

Also, it will have an adverse effect upon the ability of business to 
raise the money which it needs by marketing new securities. Tt can’t 
raise that money until we clear those issues. 

T am using “clear” in a colloquial sense. 

Senator Einenper. That is what I had in mind. 

In carrying out what the Congress expects of you in the time fixed, 
if you are unable to do that then the sufferers will be business that 
wants this money: desires it. And then, by not looking at it thor- 
oughly, businessmen might suffer thereby. 

Mr. Armstrone. That is right, sir. And that goes to the most im- 
portant part of all. Our statutory duty is to protect the investing 
public, and the examination that our Commission makes of the docu- 
ments is in the public interest for the protection of investors, and it 
is a program that the Congress has had and supported since 1933, and 
I think it is one of the reasons the free-enterprise system works. 

Senator E.tenper. Well, now, with the funds available to you dur- 
ing the current fiscal year, have you been able to comply with the law 
and with the requirements without delaying any of these applications 
beyond the time limit fixed by law? 

Mr. Armsrrone. We have an average time of 21 days, exclusive of 
eases, which we have put into proceedings because we have not been 
willing to clear them. But it has been at the cost of a tremendous 
amount of night, overtime, uncompensated overtime, Saturday, and 
Sunday work, and it has been a very great strain. 

And one of the things that concerns me very deeply is men on our 





staff—and, incidentally, approximately 20 percent of our staff has 
been with us for 20 years; I would say half a dozen of the men on our 
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staff in the ages between 55 and 60 have come to our Division Directors 
in the last 3 months and said that they simply coukdin’t keep up the 
pace of this work—and I am vitally concerned about the welfare of 
the staff because they are doing a most important job in the public 
interest. 

I don’t want to say that we are not keeping up with the work, cate- 
gorically. But to the extent that we have been able to, it has been at 
a very great human cost. 

Senator Extenver. A sacrifice to the people who are in your employ. 

Mr. Armstrrone. Yes, sir. And we have a very fine professional 
staff in our agency, as you know. We have a wonderful reputation. 

I do not want to take any more of your time, Senator. 

Senator Evtenper. I am sure that your statement is complete and 
that you make a good case for the restoration of this. So, as far as 
I am concerned, I have no further questions to ask of you. 

Mr. Armstrrone. Thank you very much. 

May I ask the other Commissioners who are here if they have any- 
thing to add to my statement. 


INCREASE IN FRAUD CASES 


Commissioner Sarcent. Senator, I would like to say, just to supple- 
ment what the Chairman has said, that we have seen a fantastic in- 
crease in fraud in the sense of misrepresentation in the sale of securi- 
ties, and one of our great problems is in that area, both in the home 


office here and in the regional office. And we just cannot keep up with 
it; it is coming so fast. 


I would like to make a positive plea to you to restore the $478,000 


because we can’t keep up the confidence unless we have the staff to 
do it. 


Senator ELLtenper. All right. 

Anybody else ? 

We thank you very much. 

(The following letter was later submitted :) 


SECURITIES AND EXCHANGE COMMISSION, 
Washington, D. C., April 8, 1957. 
Hon. Cart HAYDEN, 
United States Senate, 


Washington, D. 0. 


My Dear SENATOR Haypen: On April 5 the Commission appeared before the 
Subcommittee on Independent Offices, Committee on Appropriations in connec- 
tion with its 1957-58 budget request. It is hoped that we made a convincing 
presentation for the restoration of some $478,000 which the House of Repre- 
sentatives had deducted from our requested appropriation. 

Whereas the House approved an increase of personnel in apparent considera- 
tion of our steadily increasing volume of business, it directed that such per- 
sonnel be assigned to our field offices. Moreover, the House made no addi- 
tional travel allowance for that additional personnel, although travel is an 
essential element in our investigative processes particularly in the antifraud 
functions of the Commission. 

The House action would permit no increase in the Washington staff even 
though the tremendous increase in volume of business has created grave per- 
sonnel problems in our administration here. Much of our work must be ac- 
complished within a time specified by the statutes which we administer, and 
during the past year we have managed to keep reasonably current only because 
of the devotion to duty of our staff. They have without compensation, re- 
peatedly and over a long period of time, spent evenings and weekends perform- 
ing services far beyond those which should be expected of them as a regular 
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practice. Some of the most experienced members of our staff, without com- 
plaining, have stated that such mental and physical fatigue cannot be endured 
much longer and that some method of relief must be found if they are to con- 
tinue in our employ. 

The purpose of this communication is to convey to you my personal assurance 
that the budget submitted by the Commission was prepared and justified with 
painstaking care upon the most conservative estimates, and is without “pad- 
ding” of any kind in anticipation of cuts by the Cungress. 

When the matter of our appropriation comes to your attention, I hope the 
above may be of some value to you and that you will carefully weigh the tre- 
mendous impact the administration of this Commission has upon the capital 
markets of our country, wherein billions of dollars flow to industry annually, 
against the relatively small economy reflected in House bill 6070. 

Sincerely yours, 
Earu F. HASTINGs, 
Commissioner. 


The committee will stand in recess until next Friday, a week from 
now. 

(Whereupon, at 4:15 p. m., Friday, April 5, 1957, the committee 
was recessed until Friday, April 12, 1957.) 
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FRIDAY, APRIL 12, 1957 


Untrep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 


The subcommittee met at 10 a. m., pursuant to recess, in room G—16, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee), presiding. 

Present: Senators Magnuson, Robertson, Saltonstall, Young, Dirk- 
sen, and Potter. 


FEDERAL TRADE COMMISSION 


STATEMENTS OF JOHN W. GWYNNE, CHAIRMAN; ALEX AKERMAN, 
JR., EXECUTIVE DIRECTOR; AND WILLIAM P. GLENDENING, 
CHIEF, DIVISION OF BUDGET AND FINANCE 


LETTER TO SUBCOMMITTEE 


Senator Macnuson. The first agency we will hear this morning will 
be the Federal Trade Commission. 
Mr. Gwynne, you have sent. us a letter, which we will put into the 
record in full. ; 
Mr. Gwynne. Yes, sir. 
(The letter referred to follows :) 
FEDERAL TRADE COMMISSION, 
Washington 25, March 21, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee in Charge of the Independent Offices Appropria- 
tion Bill, 1958, United States Senate, Washington, D.C. 


DEAR CHAIRMAN Maanuson: In your letter of March 15, 1957, you asked me 
to advise you of any changes required by the public interest in the independent 
offices appropriation bill for the fiscal year 1958 (H. R. 6070). 

The appropriation bill would give the Commission $5,950,000. This is $300,000 
less than was requested. The bill also limits travel expenses to $237,000, a reduc- 
tion of $35,500 below the requested amount. 

The House specifically denied a $100,000 request to expand the Quarterly 
Summary of Financial Reports to include facts on the financial status and 
operating results of a representative cross section of wholesale trade, retail 
trade, and mining corporations. (This report, which is issued jointly by the 
Federal Trade Commission and the Securities and Exchange Commission, now 
covers only manufacturing corporations.) The expansion of its coverage was 
recommended by those Government agencies most needing the more compre- 
hensive financial data. Among its principal users are: 

(1) The President, in his annual and midyear economic reports to Congress; 
(2) the President’s Council of Economie Advisers and the Congressional Joint 
Economic Committee, for evaluating current business conditions; (3) the De- 
partment of Commerce, for estimating national invome and gross national 
product; (4) the Joint Committee on Internal Revenue Taxation, the Treasury 
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Department, and the Bureau of the Budget, for estimating future tax receipts 
from corporations; (5) the Board of Governors of the Federal Reserve System, 
for measuring corporate working capital and analyzing trends in corporate enter- 
prise; and (6) the Senate and House Select Committees on Small Business and 
the Small Business Administration, for evaluating the reiative financial position 
of small business. 

Expanding the scope of the quarterly report to include trade and mining cor- 
porations would have provided reliable current financial data in these fields, 
especially data on net profits before taxes. The data also would have been used 
for such purposes as improving estimates of corporate profits as a basis for tax 
policy recommendations, making estimates of national income, and in appraising 
the relative economic position of small businesses in trade and mining. 

In the economic field, the appropriation reduction also would result in elimi- 
nating $43,000 for staff increases in the Division of Economic Evidence and Re- 
ports. This would result in the delay or curtailment of economic studies, some 
of which already have been given preliminary consideration. The latter include 
(1) evaluation of delivered pricing systems, (2) phosphate rock and fertilizer, 
and (3) economic effects of mergers. 

Also eliminated by the reduction in our appropriation was a proposal to spend 
$52,500 for strengthening compliance with the Wool, Fur, and Flammable Fabrics 
Act. The Commission has an affirmative responsibility for assuring compliance 
with these laws, and field inspections and industry counseling are essential. 

The fields are wide ones. For example, 70 industries manufacturing products 
are subject to the Wool Act, including 25,000 manufacturers and 260,000 distribu- 
tors. Subject to the Fur Act are 7,500 manufacturers and 300,000 distributors. 
The Commission’s appropriation request would have added 10 attorney investi- 
gators. 

Another item eliminated by the House was $3,050 for laboratory testing of 
wool, fur, and flammable fabric exhibits. 

Requests for $10,000 for a medical officer and $23,500 for additional laboratory 
testing of products, particularly drugs, also were eliminated. It had been 
planned to step up policing of advertising of drugs and cosmetics, including those 
for which overly broad and false claims arise from preliminary favorable scien- 
tific reports. It was anticipated that these expenditures would have reinforced 
the scrutiny being given radio and television advertising by the Commission’s 
monitoring unit. 

A request for $36,500 for increased casework in the Bureau of Litigation also 
would be eliminated insofar as it would have been spent for deceptive practice 
cases. However, the House approved an allocation of $75,000 for antimonopoly 
work throughout the agency, and part of this will be apportioned for the litigation 
of such cases. 

Still another cut was of $19,500 for the Bureau of Consultation. This money 
would have been used to augment the staff to meet a steadily increasing volume 
of work, particularly in the consultative service provided small-business firms. 

It is appreciated that a compelling reason exists for reducing these highly de- 
sirable expansions of the Commission’s activity, namely, the need to hold down 
Government spending. Consequently, we are not protesting the above-described 
reductions. 

However, one reduction by the House would seriously restrict the proper utiliza- 
tion of our staff. This is the cut of $34,500 from requested travel funds. The 
effect is to delay and curtail investigations and trials and thereby deprive the 
Commission of full value for money spent on salaries of investigators and trial 
lawyers. Also, the Commission’s voluntary compliance work would be hampered 
by a curtailment of travel necessary for conferences with industry representa- 
tives. 

It is our sincere belief that if the Federal Trade Commission is to earry ont 
the mandates assigned it by Congress, it is necessary that $34,500 cut from the 
budget estimates for the cost of travel be restored. This could be accomplished 
by striking out on page 7 of the bill, line 24, the words “$287,000 for expenses 
of travel, $5,950,000" and inserting in lien thereof “$271,500 for expenses of 
travel, $5,984,500.” 

Because of the urgent need for restoration of the travel funds eliminated hy 


the House from our request, we would appreciate the opportunity to emphasize 
this need at a hearing. 


Sincerely yours, 


JOHN W. Gwynne, Chairman. 
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STATUS OF APPROPRIATION ACTION 


Senator Magnuson. For the purpose of the record I would like to 
briefly summarize the status of the appropriation request at the present 
time, 

Your 1957 appropriation was $5,500,000. Your budget estimate for 
this year was $6,250,000 which includes the mandatory $334,000 for 
the retirement fund. 

Mr. Gwynne. That is right. 

Senator Magnuson. The House recommended $5,950,000, which 
is an increase of $400,000 over last year’s appropriation but a decrease 
of $300,000 from your budget estimate. 

Mr. Gwynne. Minus about $325,000, I think, sir. 

Senator Magnuson. But the restoration requested is only $34,500; 
is that correct ? 

Mr. Gwynne. That is right. 

Senator Magnuson. We will be glad to hear from you on that. 


TRAVEL ALLOWANCE 


Mr. Gwynne. Mr. Chairman, | want to confine my remarks solely 
to that requested item. That has to do with the travel allowance. In 
the present budget we were allowed $237,000 for travel. We asked 
in this budget an increase of $35,500, which the House did not allow. 
They put in the figure the same as it now is for this fiscal year, that 
is, $237,000. We are asking, however, that only that $34,500 be 
restored. 

The reason for the difference of the $1,000 is that we had requested 
some additional funds for the quarterly reports, and had those addi- 
tional funds been granted, we would have need of, we estimate, an 
additional amount of $1,000 in travel allowance. However, the House 
did not include that item for additional funds. 


HOUSE REPORT 
Senator Macnuson. The House report states : 


The $100,000 requested to expand the quarterly summary of financial reports 
to inelude wholesale trade, retail trade, and mining corporations is specifically 


denied * * * 

Mr. Gwynne. That is correct. 

Senator MaGNuson (reading) : 
and the committee directs that the present financial statistics program and the 
reporting requirements the FTC makes of public not be expanded. 

Mr. Gwynne. That is right. That is the explanation for the faet 
that we are only asking the travel funds in the extent of $34,500. 
That. is because that expanded work in connection with the quarterly 
reports accounted for the additional $1,000. 

Senator Porrrer. As I understand from your letter to the chairman 
of the subcommittee, the reason why you included that in the budget 
was the fact that the other agencies of Government were desirous of 
securing the information, is that correct ? 

Mr. Gwynne. That is correct. 

You see, Senator, as you know, we do that work in conjunction 
with the Securities and Exchange Commission, and we do it to some 
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extent, of course, for our own purposes, but largely for other agencies 
of the Government; even private organizations who wish to have it. 


DUPLICATION OF WORK 


Senator Porrer. Does no other agency of Government secure this 
statistical data ? 

Mr. Gwynne. I know of no duplication. 

Senator Macnuson. I might inform you that it is duplicated some- 
what in the Department of Commerce. 

Mr. Gwywnk. Is it? 

Senator Macnuson. Yes, it is. 

Mr. Gwynne. Mr. Glendening here tells me they take our figures. 

Do you want to add anything to that, Mr. Glendening ? 

Mr. GLeNDENING. The Department of Commerce takes the figures 
of the financial reports we submit, adds certain items to them, and 
publishes their business forecast, based on our figures. 

Senator Magnuson. You may remember that last year and the year 
before last—and I think the Senator from Illinois was here at the 
time—there was some criticism of business concerns as to the question- 
nairs and what they had to answer, which came from you people, but 
you explained that in those cases you were doing it at the request of 
other agencies, is that right ? 

Mr. Gwynne. That is right, sir. 

Senator Maenuson. As a matter of fact, I know people in 2 or 3 
concerns talked to me personally about it in Seattle. They wanted to 
know whether or not they should answer the queries, why they should 
or whether or not they had to answer them, and that then they would 
get series of letters asking them why they had not made this report. 

But you explain that in this case that was from the Securities and 
Exchange Commission, or some other agency, which I cannot recall 
right now. 

Mr. Gwynne. We work in conjunction with the Securities and Ex- 
change Commission. SEC gets the information from the larger cor- 
porations. We contact the smaller corporations, and I presume we 
have more difficulty. 

Senator Macnuson. These were very small corporations. 

Mr. Gwynne. Yes. And I have no doubt it is more difficult for a 
small business firm to make these reports than it is for a larger one 
to make them. 

Senator Macnuson. Are we to understand, then, that you are going 
to comply with the suggestion of the House that in the wholesale 
trade, the retail trade, and the mining corporations, that you are 
going to leave that alone? 

Mr. Gwynne. That is correct. 

Senator Macnuson. And you are going ahead with the other report- 
ing that you have been presently doing ? 

Mr. Gwynne. That is substantially it. 


TRAVEL FUNDS 


I want to say a word as to the item in which we are especially 
interested. It is a small item that $34,500, but it means something 
to us. 


——— 
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You will note that we were given an additional $75,000 for anti- 
merger. Obviously, most of that will go for new employees. Cer- 
tainly, the employees we could hire with $75,000 would not justify an 
additional travel allowance of $34,500, and we are not asking it on 
that basis. I will tell you the basis on which we are suggesting it. 

You will recall that last year Congress did give us a substantial 
increase, about $1 million, and a great deal of it went for our work in 
connection with mergers. We have added to our payroll. For exam- 
ple, on July 1, 1956, we had 641 people and on April 1 this year we 
had 744, making an increase of 103. 

When we take on new people, we are not able, as some agencies of 
the Government could, to take them right on and send them right out 
as full-fledged workmen the next day. We get most of our people from 
colleges, the ones we are talking about here. Most of them we are 
taking on this time are lawyers, and we get a lot of them from law 
colleges. As a matter of fact, we try to pick out good young men 
from the law colleges who have had a good iecktarebied of legal train- 
ing. But no matter how good his general background is he finds, when 
he gets to our place, that this law is extremely complicated, it is highly 
technical, highly specialized. 

The net result is that they must have a certain amount of training. 
They get that. And then when they get out to work they operate 
rather closely to home base. But eventually, of course, they fo be- 
come full-fledged investigators or trial lawyers, who can go out into 
the country and will be using travel funds in their work. 

The net result of what I am trying to say is that each month we 
have an increase in the number of men who are available to go out in 
the field, and we need travel funds to support them. 

That is the story. That is the reason we feel that our work will be 
somewhat handicapped. 

I might say there, too, that about the only thing we spend, aside 
from salaries, is travel expense. We do have a few other items. 
Sometimes we buy exhibits that we want to use, sometimes we use 
money for special testing, and so on. 

As you know, we investigate cases all over the country, we try them 
all over the country. In fact, we try them right where the witnesses 
are. 

BRANCH OFFICES 


Senator Porrer. Do you operate out of the regional or district of- 
fices at all, or is everything out of the Washington office ? 

Mr. Gwynne. Yes, we do have branch offices. 

Senator Porrer. How many branch offices do you have? 

Mr. Gwynne. Nine. Most of the investigating, Senator Potter, is 
done from these branch offices. We get a complaint to Washington, 
and if it is Pekin, [ll., I know they would not have any wickedness 
down there, but if they should we would probably refer that to our 
Chicago office, and we would probably go down there from there. 

When it comes to litigation, however, there the trial staff are pretty 
much required to go from Washington out to try the cases. 

For example, Senator Magnuson, we have just completed a very 
important merger case out in your general section of the country, 
which required a great deal of travel back and forth and a great deal 
of living out in that area until the case was completed. 
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Gentlemen, I have nothing further to add. There are other items, 
and I might say, too, that while we ‘are suggesting only and asking 
the restoration of the travel] item, that does not mean that we thought 
we were wrong when we submitted the budget; not at all. When we 
submitted the budget, we figured that it was the minimum require- 
ment for the work in the various fields we do. It is extremely exten- 
sive, as you know. 

COMPLIANCE WITH WOOL ACT 


Senator Magnuson. I wanted to.ask you about some of your fune- 
tions, whether or not these funds were sufficient to do some of the 
things that Congress itself has asked you to do. 

I might mention, for one, that we passed the Wool Act, of course. 

Mr. Gwynne. Right. 

Senator Maenuson. That requires a lot more work in the compli- 
ance field. 

In your letter you mention, of course, that there are 70 industries 
manufacturing products subject to the act, including 25,000 manu- 
facturers and 260,000 distributors. Would you have sufficient funds, 
as provided in the House bill to really require the compliance that 
Congress intended in the act ? 

Mr. Gwynne. No. 

Senator Magnuson. You area little short, are you not ? 

Mr. Gwynne. Yes. 

Frankly, I think that is a fair statement. That is a broad field. 
We have a lot of complaints and inquiries and requests for further 
study, investigation and the additional money would have added to 
our staff, naturally. 

I wonder if Mr. Akerman would carry on a little there on that 
subject ? 

HOUSE ACTION 


Mr. AKkeRMAN. Senator, as you see. the House eliminated this 
$52,500 that we asked for, for additional work in the field. You will 
recall that. the Senate last year wrote in an additional $50,000 for the 
full act enforcement. By utilization of these funds in the investigat- 
ing field, we have extended it. 

But we certainly cannot cover all of the establishments in the United 
States. We could not cover them with the additional $52,500. We 
felt that that would be a bringing together and a shaping up of that 
program and would add to it. 

We can live with what we have now, but we will not be giving what 
I consider to be full enforcement to the act. 


EFFECT OF HOUSE ACTION ON FUR ACT ENFORCEMENT 


Senator Magnuson. Would the same situation apply with respect 
to the Fur Act? 
The amounts involved here are small amounts. We did also give 
you another responsibility, by law, under the Fur Act. Would the 
same situation apply there? 
Mr. AKERMAN. Yes, sir. 
Senator Magnuson. There you have 7,500 manufacturers and | 
300,000 distributors. That is correct, is it not? 


: 
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Mr. Akerman. That is right. 

Particularly in the Fur Act, our investigations this year, which 
were as a result of the additional $50,000 last year, have increased 
our caseload, and we are going to have to have heavy work in litiga- 
tion in the coming year. 

Senator Magnuson. As I understand it, you are getting more com- 
plaints on the fur situation than the wool situation. Is my understand- 
ing correct on that ? 

Mr. Akerman. The Wool Act has been in effect longer, and we 
have had the opportunity to educate the people. Our people have 
— in the field in the Wool Act and have covered those agencies 
onger. 

The Fur Act is just reaching its height at the present time. 


Senator Maenuson. Yes, it came before the Senate from the other 
committee. 


LETTER FROM MASTER FURRIERS GUILD OF AMERICA 


Before we proceed further, we have a document to place into the 
record here. We have a letter from the Master Furriers Guild of 
America, Inc., under date of October 3, 1956, addressed to Senator 
Hayden, the chairman of the Appropriations Committee, with an 
attached resolution. We will place that into the record at this point. 

I might remark here that the Master Furriers Guild of America 
is urging, of course, that this small amount of funds might be restored 
because of their labeling problem. 

(The letter referred to follows :) 


MASTER FURRIERS GUILD OF AMERICA, INC., 


New York, N. Y., October 8, 1956. 
Hon. Cart HAYDEN, . 


Chairman, Appropriations Committee, 
United States Senate, Washington, D. C. 


Dear Sir: On behalf of the officers, directors, and members of the Master 
Furriers Guild of America, I respectfully submit for your attention and con- 
sideration the enclosed resolution, adopted by this nationwide association 
representing the retail fur industry in the United States, at its 27th annual 
convention. 

Very truly yours, 


RAE JAPPINEN, National Secretary. 
RESOLUTION No. 4 


Whereas the fur industry has suffered for many years the ill effects of unfair 
and unethical advertising ; and 

Whereas these practices have been attacked vigorously and impartially by the 
Wool, Fur, and Flammable Fabrics Division of the Federal Trade Commission, 
under the direction of Harvey H. Hannah, Chief of that Division ; and 

Whereas this guild, in convention assembled at the Laurels Hotel and Country 
Club, Sackett Lake, N. Y., June 28 to July 2, 1956, recognizes the far-reaching, 
beneficial effects of the splendid work thus far done by the Commission; there- 
fore 

Urges Congress to broaden the powers of the Federal Trade Commission in 
regard to the fur products labeling law, and to increase the appropriation allotted 
to the Commission for enforcement of this law; and 

Resolved, That copies of this resolution be sent to the appropriate congres- 
sional committees, and to the Federal Trade Commission itself. 
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IMPACT OF HOUSE ACTION ON FLAMMABLE FABRICS ACT ENFORCEMENT 


Senator Macnuson. Another function that we handed to you was 
the enforcement of the Flammable Fabrics Act. In that case the 
House eliminated $3,000 for laboratory testing. 

Mr. Akerman. That is for all three of the acts. We wanted an 
additional $3,500 for laboratory testing for the Wool Act and the . 
Flammable Fabrics Act. 

Senator Magnuson. Then a request of $10,000 for a medical officer 
and a request of $23,000 for additional laboratory testing, particularly 
of drugs, were eliminated. 

Mr. AKERMAN. Yes, sir. 

You will recall the Senate last year directed us to pay more atten- 
tion to the monitoring of our radio and television advertising. That 
we have done. I think we have a setup now that does not require 
any additional funds for the monitoring of it. But we have found 
that, particularly in the field of drugs—— 


RADIO AND TELEVISION MONITORING 


Senator Magnuson. Let us not leave that radio and television sub- 
ject for a minute, because that was a little my own suggestion and it 
came from the Interstate and Foreign Commerce Committee of the 
Senate. 

Mr. AxermMan. The point I am trying to make is that, from what we 
have picked up so far, we have found that testing is necessary in these 
medical claims. 

Senator Macnuson. Let us just stay with the subject of monitoring 
of general radio advertising. 

Mr. Gwynne. I think what Mr. Akerman means, Senator is that 
quite a few of the claims we pick up in that connection will have to 
do with drugs. 

Senator Macenuson. In the drugs? 

Mr. AxermMan. That is right. 

Senator Magnuson. We were going to come to that in a minute. 
Let me ask you this: Are you monitoring as many programs or can 
you monitor as many programs under this proposed budget as you 
have been monitoring in the past fiscal year ? 


MONITORING PROCEDURE 


Mr. Akerman. Yes, sir; I think we can. 

The way we work in the monitoring is that we have a special setup ' 
here in Washington, and then we have field offices. Each field office 
is allotted so many hours of monitoring, and they use the field investi- 
gators to do it. 

Senator Magnuson. The results of those investigations are reported 
to the Federal Communications Commission; are they not? 

Mr. Akerman. Yes, sir. That is under an arrangement which we 
have with them. 

Senator Macnuson. That means, does it not, that when a man re- 
applies for his license, the Federal Communications Commission has 
the results of your monitoring on his particular station ? 

Mr. Akerman. Yes. 
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But in addition to that, of course, we have to proceed under the 
regular procedures of our Federal Trade Commission, with its pro- 
visions for cease-and-desist orders under the act. 

But the point I was trying to make was that, from what we have 
found by this monitoring this year, we have these claims made in 
the medical field, and most of them are in new fields. Of course, we 
also have to determine whether or not the claim for the toothpaste or 
for the painkiller and so forth is true or false. 


NEED FOR FUNDS 


The work that we have done this year has backlogged our Division 
of Scientific Opinions. So that, actually, we are not getting the full re- 
sults of the monitoring if this backlog is going to remain there. That 
is why we needed the additional $10,000 for a medical officer right 
there and the $23,500. That is to really carry to its finally conclusion 
this work of radio and television monitoring. 

Senator Magnuson. Do you think we have made some genuine 
progress in the field of policing this radio and television advertising ? 

Mr. AKERMAN. Yes, sir. e brought our first three complaints a 
couple of weeks ago, and they were on these medical products. 

I think that the work will increase. We are getting a nationwide 
coverage on it. I think that when the advertisers realize that we are 
really watching, that we are going to see that the law is carried out, 
it will be just as it was in cigarette advertising. There has been a 
great improvement in cigarette advertising in the past few years, and 
I am sure we can do the same thing here. 

But it has to be done with the knowledge that we are there watching, 
and that when we find out something we are going to move, and move 
fast. That is because if you do not move on these advertising things 
fast, one will run its course and they will have a new product or a new 
additive or a new gimmick on it, so that they do not care whether 
we stop it or not because it will have run its course. 

To accomplish the real purpose, we have to be in the position to 
ascertain whether or not this claim is in fact true or false. And when 
you get into the drug field, that cannot be done without medical advice 
and the clinical test on it. 

Senator Porrer. Mr. Chairman, might I interrupt at this point? 

Senator Magnuson. Yes, sir, Senator Potter. 


SALE OF TRANQUILIZER DRUGS 


Senator Porrer. I heard something distressing the other day about 
these tranquilizers, these wonder drugs for mental disorders. It was 
to the effect that in the case of the real tranquilizers you have to have 
a doctor’s prescription to secure them, that there are some companies 
and some druggists who are selling something that they call a tran- 
quilizer, without a doctor’s prescription, and it is, in fact, I believe 
an antihistamine of some kind. However, they are calling it a tran- 
quilizer. We know how popular those products have become in the 
past year. It would seem to me that if that is being done, that you are 
fooling the public. 

Mr. AKERMAN. Yes, sir. 

Senator Porrrer. Has that come to your attention ? 

Mr. AkEerRMAN. I would have to ask Mr. Babcock on that. 
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Feperat Trapt Commission, BurREAU OF INVESTIGATION 


STATEMENT OF HARRY A. BABCOCK, DIRECTOR 


TRANQUILIZING PRODUCTS 


Mr. Gwynne. This is Mr. Babcock, Director of the Bureau of In- 
vestigation. 

Senator Maanuson. We will be glad to hear you, sir. 

Mr. Barcock. Yes; the matter of those so-called tranquilizing prod- 
ucts has come to our attention. We were alerted to it some time ago, 
but the Post Office Department has taken it over because they seem 
to be the best instrumentality to deal with it. It is almost an open 
fraud. 

Senator Macnuson. Can you tell us just what these so-called tran- 
quilizers are? 

Mr. Bascock. They are bromides; they are not tranquilizers. All 
tranquilizers have to be administered under the direction of a doctor. 
They do perhaps have some sedative effect. 

But the Post Office Department has already got their proceedings 
well underway. 

Senator Porrer. In other words, is it correct to say that the Post 
Office Department is acting in this field rather than the Federal Trade 
Commission at the present time ? 

Mr. Bascock. Yes, sir. 

Senator Maenvuson. I suppose the Post Office Department takes 
jurisdiction there on the theory that in the television and radio adver- 
tising they ask you to send in so much money and that then you get 
the product through the mails. Would that be a correct statement 
of the situation ? 

Mr. Bascock. It is subject to the usual liaison arrangements with 
the Post Office Department. When we went to discuss it with the 
Post Office Depatiaient we found they were already in the field, and 
we have not instituted any proc eedings in that area, but we have been 
very alert in that connection. 

Senator Porrer. It is a very interesting field. 

One of the doctors at the Mental Health Institution, Dr. Felix, was 
telling me the other day that they have great hope for this drug, but 
that even as yet they do not know what the effects will be if it is taken 
over a long period of time or taken in doses at 2-hour intervals. That 
those drugs are taken under a doctor’s orders. 

So it would seem that if you have something else coming out under 
the same name, which is not a so-called tranquilizer, it is a complete 
fraud on the public. 

Mr. Bascock. We were well aware of that, but it came out the way 
I just told you. 

Senator Macnuson. There has been something in the proportion 
of almost an epidemic in advertising in that field within the last year. 

Mr. Bascock. It always develops. 

Senator Magnuson. The same situation also applies in the case of 
cosmetics, too. Would you not agree with that? 

Mr. Barcock. Yes. 
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Senator Magnuson. I do.not.see how you can effectively get at this 
thing without at least a minimum of this expert help to advise you 
in the matter. 

CLINICAL TESTING 


Mr. Basrcock. You see, that is dictated partly by the decisions of 
the courts, and our own examiners, as far as that is concerned. We 
have too a clinical test on the particular item in question. We used to 
call in experts and have them testify that they were familiar with 
the several drugs used in the medicine and that the drugs were, or 
were not effective. 

But they are now holding us to proof of the combination of drugs 
in this particular article or alleged medicine. That requires clinical 
testing. We are held to that type of proof, and, as you know, clinical 
testing is tremendously expensive and that only when we can find 
people who will do it for us. We have had trouble doing that. We 
have had some colleges who have helped us a good deal. 

Senator Magnuson. That situation would apply to even day-to-day 
items, day-to-day needs, such as toothpaste and things of that kind. 
They always seem to apply to them some formula such as XYZ-794, I 
just cannot understand how we lived without that before, but it seems 
they are telling us that if we do not use those products now we will 
lose all our teeth. 

Mr. Bascock. That is true. 

That is one thing, that points up the need for the additional doctor 
and funds for clinical testing that we have requested. 


INVESTIGATION OF PRICE FIXING 


Senator Magnuson. If I might go to another subject here, last year, 
you will recall, Mr. Gwynne, we stated that we thought the Federal 
Trade Commission should go into the field of price fixing in the field 
of new drugs. Do you remember that? 

Mr. Gwynnr. Yes. 

Senator Magnuson. I was wondering how you were coming along 
on that, because there are some of these new drugs that are very valu- 
able in the treatment of ordinary diseases. 

That would be particularly felt where families and children are con- 
cerned. Prices on those drugs have all skyrocketed and they are 
usually all at a set price. That is correct, is it not? 

Mr. Gwynne. That is correct. 

Senator Magnuson. They are quite expensive and I do not know 
how an average family that may have need of those drugs can buy 
some of them. 

Mr. Gwynne. We have had an investigation going on in that. field 
and we expect to finish it on time. 

Senator Magnuson. We wanted to get a little report on that sub- 
ject. You are still working in that field; are you not? 

Mr. Gwynne. Yes, sir. 

Senator Magnuson. You will recall that we discussed that at some 
length last year, as to you people embarking into that field of price 
fixing, because at that time there was also a rash and an epidemic 
of mergers in the manufacturing of drugs. 

Mr. Gwynne. That is right. In fact, that has been true in a good 
many fields. 
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Mr. Axerman. Mr. Chairman, as you know, we are conducting this 
economic survey into the antibiotics field. At the same time, though, 
we are keeping in touch with the economists assigned to the work. 
We have lawyers working side by side with them in the event any- 
thing develops. 

We have here a chart that shows the tentative outlines of the chap- 
ters and the due dates of that report, which we have target-dated to 
get out in the summer. Our target date is June 30. Right now we 
are still on schedule in spite of a few little problems, but I am very 
hopeful we will make it. 

Senator Macnuson. And you have different people assigned to the 
different subjects ? 

Mr. AkrrMan. Yes. 

As you can see on the chart [indicating], these are the chapters, the 
subheads, how they are priced, how they are sold. I think we are 
going to have a very good factual report, and we hope to have it in the 
hands of the printer by June 30. 

Senator Macnuson. What we are interested in, too, is that you do 
have your legislative recommendations in the summarization. 

Mr. AKERMAN. Yes. 

Senator Macnuson. We would like to have that because this is a 
rapidly growing field and, as many people know, particularly people 
with families, the cost is almost prohibitive in some of these cases. 
However, we do realize that a lot of research goes into these things, 
a lot of money is expended to develop them. 

So we are pleased to know that that is going forward. And do you 


say it is your feeling that in the present budget you can complete 
this very valuable report ? 
Mr. AKERMAN. Yes, sir. 


: 
| 


ADEQUACY OF FUNDS 


Senator Maenuson. Are we to understand that in the case of the 
other three subjects, the Wool, Fur, and the Flammable Fabrics Acts, 
that you are in a rather tight situation there but you think you can 
live with the amount ? 

Mr. AxEerMAN. We can do what we are doing this year on it, but 
we certainly could not say truthfully that we could be giving nation- 
wide coverage on those acts as we should do, with the amount of money 
allotted us. 

Senator Macnuson. You have a lot of complaints in the Fur Label- 
ing Act, do you not, that should be looked into in many cases? 

r. AKERMAN. That is right. 

Senator Macnuson. Then as regards the amounts, are we to under- 
stand that it would be desirable, as you say, to have this amount for the 
medical officer and the laboratory testing ? 

Mr. AkERMAN. Yes. 

Senator Macnuson. I think the laboratory testing is almost the 
most important of all, on the cosmetics, the drugs, and those similar 
items. 

Then as to the monitoring program of monitoring radio and televi- 
sion advertising, that will continue at about the same pace, do you 
say ? 

Mr. Axerman. Yes. 
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EXTENT OF COVERAGE 


Senator Magnuson. I want that to be made public because that 
has a salutory effect, the knowledge that it is going on at the same 
pace that it has been going on in the past year. 

Mr. Akerman. Under our present payroll, as we get into the field, 
we might be able to get even better coverage, because what we are 
doing now is that we are sending regular investigators out in the 
field in the various towns. We are working on a program there 
where the man gets into a town and he goes to see a respondent and 
he goes in to examine his records. It is nothing unusual for him 
to get a 24-hour delay while that man consults with his lawyers. We 
work on a program that rather than just to have him waiting around 
for 24 hours, he can put in some time in television and radio monitor- 
ing in that town. 

So I think there is a strong probability that we will get even great- 
er coverage on television and radio next year with the same amount 
of money. 

COOPERATION OF INDUSTRY 


Senator Magnuson. I speak from general knowledge, but the Sena- 
tor from Michigan and I have this problem in another committee of 
which we are members. It is correct, is it not, that the industry it- 
self has been cooperating and has been trying to have a set of what 
we might call regulations, or a code of ethics, which they voluntarily 
agree to adopt? 

Mr. AKEeRMAN. Yes, sir. 

Senator Magnuson. That includes both television and radio. Of 
course, in the case of radio, that is more difficult to control because 
there are so many stations and many of the stations are not mem- 
bers. It isa little easier to control in television. 

Senator Porrrr. You have a lot of local stations there. 

Mr. AkerMANn. They need the guidelines in a lot of cases because 
they cannot tell the man, if what he is advertising is true, they cannot 
tell the man not to advertise. 

Senator Maenuson. There is also the further consideration that a 
station operator could not run down every piece of advertising that is 
submitted to him. 

Mr. Akerman. No, sir. 

Senator Maenuson. He could not do that unless it were obvious on 
its face that the advertising was wrong. Otherwise he would have 
a difficult time running it down. He would not have the help of the 
monitoring. 


I am sure we are glad to have those programs going on. 


QUARTERLY REPORTS 


Now, are we to understand that, on the quarterly reports, you are 
going to continue in the field you are now in? 

Mr. AKerMAn. Yes. 

Senator Macnuson. I might say at this point that I do hope that 
you can simplify some of those questionnaires. 

Mr. Gwynne. I do, too. 

Incidentally, we do have a system of rotating them. One person 
makes a report and then another is selected. 
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Senator Magnuson. This may, or may not be strange, but some of 
these people complain that they get these questionnaires about this 
time of the year, which is the same time when eer struggling with 
another long questionnaire, which is due next Monday. It kind of 
irritated a lot of them. 

Mr. Gwynne. I can believe that. 

Senator Macnuson. We can proceed now to something else. 

The committee has in front of it a lot of letters, and, of course, we 
submit them to you people. I must say that you have been very help- 
ful in answering our queries that we get. We have to pass them along. 


CAR PRICE PACKING 


I have some letters here involving what is called contract packing. 
where car dealers pack car prices. I have some typical letters here on 
that. We wanted to know what the Federal Trade Commission was 
doing about that situation. 

For example, a Detroit firm offers to mail you for one dollar a chart 
for determining the correct local prices of autos and accessories. Have 
you gone into that field at all, Mr. Gwynne? 

Mr. Gwynne. That I cannot say. Maybe Mr. Babcock could tell 
you about that. 

Senator Macnuson. Mr. Babcock, can you tell us about that? 

Mr. Bascock. So far I have no notice of that particular complaint. 

Senator Macnuson. We will send the letter over to the Federal 
Trade Commission. 

Mr. Bascock. We do have a set of rules covering packing on auto- 
mobiles, but we have difficulty on jurisdictional grounds. 

Senator Magnuson. These letters are typical of a lot of letters that 
a subcommittee that has to do with automotive practices is getting 
about these matters. They are working on it, but if they want to send 
this down to you, it will be all right. 


JEWELRY STORE WATCH PRICES 


The Chairman has been getting a lot of letters about complaints 
about jewelry stores preticketing watches at greatly inflated prices 
and then showing a much lower discount price, so called, or sales price. 

Mr. Bascock. We have a great many of those complaint cases go- 
ing, where the manufacturer is shipping in interstate commerce. 

Senator Macnvuson. Strangely enough, I got complaints from jew- 
elers themselves who want something done about it. 

Mr. Gwynne. Yes. It is forced on them. 

Mr. Baxscock. The only place we have jurisdiction and there is 
where the manufacturer, shipping in interstate commerce, either on 
his own initiative, or because of requests from his customers, pre- 
tickets. But if the preticketing is done at the retail level we are 
powerless in the matter. 

Mr. Gwynne. We have had cases and opinions of the Commission 
and some matters are pending on that right now, as I recall. 


CONTRACT PACKING DEALERS 


Senator Magnuson. Just what does that phrase “contract packing 
dealers” mean ? 
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Mr. Bascock. I do not know. 

Senator Macnuson. This letter I have here is typical. There is 
a whole file of them in the subcommittee of the Committee on Inter- 
state and Foreign Commerce. ‘This man says: 

It is tragic that in many cities, including Chicago, there is no law to punish 
the unscrupulous contract packing dealers who play upon unsuspecting young 
customers such as my son, who is one of the victims. In this case he purchased 
a used car for $895, turning in his old car and $400 cash. Since they allowed 
$100 for the old car, it left a balance of $395. But, much to our surprise, he 
received a statement for $1,395 as the price of the car, $800 cash, balance $975, 
to be paid to the finance company at 11 percent annual interest in 24 months, 

Then it goes on to say that they are talking with the Better Business 
Bureau. I do not know what this is all about, but there are about 300 
or 400 of these letters from all over the country. This is typical of 
them. 

Mr. Bascock. I know what he has reference to. That is the con- 
cealment of finance charges, of insurance charges, of fictional charges, 
some of which are kickbacks to the dealer, some of which go to the 
finance company. 

Yes, we know about that. 

Senator Maenuson. Here is one from a big real estate outfit in 
Cincinnati: 

I am sure the general public resents the fact that there is no more than a 
suggested price given to dealers by manufacturers and that this price may be 


raised at will by any dealer in order to give an imaginary higher price to the 
purchaser for the trade-in value of his car. 


Is that where the thing happens, in the trade-in ? 


CAR PRICES 


Senator Porrer. What they do is that a dealer buys his car at the 
wholesale price. Then he can do 1 of 2 things. What happens when 
you talk about packing prices is that he can say this car sells for such 
and such an amount, say that it is $4,000, and then he will go ahead 
and he will cut down his own profit on the sale of the car or build up 
the profit on the sale of the car and give them a better allowance for 
his trade-in. Maybe he has a car that is worth $500; he will give him 
$1,000 for his old car but will add that $1,000 to the price of the new 
ear. 

It is true that the public does not know what the retail price of a 
car is. Very few people know, for example, what is the retail price 
of a Chevrolet. It depends entirely upon the individual dealer. The 
company does not set the retail price for a car. The company sets the 
wholesale price for the car, and the dealers set their own retail prices. 

Senator Macnuson. The manufacturers merely give them a suggest- 
ed price. 

Senator Porrer. They have a suggested price, but that price is not 
made public. 

Senator Maenuson. I will have the other subcommittee send you 
the results of some of the things they have gotten in this matter. 

Mr. Gwynne. Thank you, Mr. Chairman. 





ee 
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NEWSPRINT PRICE INVESTIGATION 


Senator Maenuson. One other thing along the same lines that the 
Senate Interstate and Foreign Commerce Committee held some quite 
exhaustive hearings on was the price of newsprint, and the Federal 
Trade Commission has had many investigations of this problem. 
These investigations into price fixing, date back many years, off and 
on. The situation there was pinpointed by the announcement by all 
dealers in newsprint of an increase in the price in the amount of $4 
per ton, across the board. 

I do not know just what we can do about it because 80 percent of 
our newsprint comes from Canada. But there is some suggestion there 
of price fixing and conspiracy in price fixing. 

The people from your agency, the Federal Trade Commission, have 
expressed the opinion at the hearings before the Interstate and For- 
eign Commerce Committee that probably that matter should have been 
looked into. We have a resolution passed out unanimously by the 
Interstate and Foreign Commerce Committee now on the calendar, 
asking you people to go into that work. 

I would suspect, though—and this might be asked as a question— 
that if you went into that broad and complex field you would probably 
have to ask for some funds in a supplemental appropriation. Your 
situation there in your budget is a little too tight, is that not correct, 
Mr. Gwynne? 

Mr. Gwynne. I think we have furnished an estimate on that, Mr. 
Chairman. 

Senator Porrer. Can you tell us in what amount that estimate is? 

Mr. Gwynne. $200,000. 

Senator Porrer. That request is both for an economic and also a 
legal audit, is that right, Mr. Gwynne? 

Mr. Gwynne. That is correct; the entire investigation. 

Perhaps our General Counsel can tell you about that, Senator. 

Senator Magnuson. We will be glad to hear from you, General 
Counsel. 


enema 


Feperat TrapE ComMMISssIOn 


STATEMENT OF EARL W. KINTNER, GENERAL COUNSEL 


INVESTIGATION OF NEWSPRINT PRICES 


Mr. Kintner. I understand that the estimate of $200,000 would 
cover both an economic and a legal investigation in the field. 

Senator Porrer. That has never been done before, has it? By the 
Federal Trade Commission, a complete legal and economic audit of 
the industry ? 

Mr. Gwyne. I could not say as to that. It certainly has not been 
done since I have been there. We have had some contacts as to that. 
I would like to ask the General Counsel about that. He is familiar 
with the work. 

Senator Macnuson. There have been several investigations by the 
Federal Trade Commission leading up to indictments on price fixing 
as such, but I do not think you had a general, overall economic investi- 
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gation of our real problem in the newsprint field. Is my understand- 
ing of that correct ¢ 


r. Kintner. That is correct. 

Senator Porrer. I know that just the other day I had to call to find 
out whether it was going to be done, or not. I sincerely hope it would 
be on the calendar today. 

Senator Maenuson. There is one Senator there who is objecting to 
it But both sides, both policy committees, agree that. we should prob- 
ably pass it. 

hat would at least. give the Federal Trade Commission some sort of 
a directive from the Congress in this matter, which I think would be 
very desirable in this case. 

Are there any further questions of the Federal Trade Commission ¢ 

Senator Sattronstratu. Mr. Chairman, may I ask just one question ? 

Senator Macnuson. Yes, sir, Senator Saltonstall, go right ahead. 


TRAVEL ALLOWANCE RESTORATION 


Senator Sratronsrauy. The only restoration you ask for is $34,500, 
which, as I understand it, is your travel allowance. Is that correct? 

Mr. Gwynne. That is right. 

Senator Sa,ronsta.u. In 1956 your travel allowance was $163,800 
and in 1957 you got a travel allowance of $237,000. This year you are 
asking for $272,500, which has now been reduced to $271,500. Then 
the House cut you back.to the same amount as you had last year. 


PERSONNEL SITUATION 


My question is this: You have not asked for the rest of the restora- 
tion, but you did ask originally for 63 new positions. If you do not 
ask to have those funds restored and just take what the House gave 
you, with this exception of the travel allowance, how many of those 
new employees will you be able to put on, if any? 

Mr. Grwnne. If we are held to the report of the House, we will 
have $75,000 additional for antimerger personnel, which will be largely 
putting on new people. 

As I explained here a little while ago, the number of people that 
would be employed with that extra money would not justify any 
pie increase of $34,500. That is the reason why we are asking 

or it. 

Let me tell you our situation, Senator. 

Senator SartronstaLi. Mr. Chairman, has this all been gone into? 

Senator Macnuson. Yes,sir. Mr. Gwynne put that into the record. 

Senator Satronstrauu. I did not intend to repeat that. 

My feeling was and I am just wondering, Mr. Gywnne, how much 
of this new, extra travel allowance you would want if you were not 
going to get the extra employees. 

Mr. Gwynne. Let me give you the explanation of it, Senator. We 
were given a $1 million increase last year for merger work, and, as a 
result of having been given that increase, since July 1, 1956, we have in- 
creased our staff by 103. 

When we take these new people on, they do not come to us today and 
go right out spending travel money tomorrow; they have to be trained 
andsoon. And that will continue. 


Senator Porrer. Will you have more people in the field ? 
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Mr. Gwynne. That is right. More people will be out on the firing 
line. That isthe real reason why we will be interested in it. 

Senator SatronsTaLtyt. With the amount of money allowed by the 
House, instead of 63 new employees, how many would you expect to 

t? 
ile. Gwynne. Let me see if I can get that answered accurately. 
The dollar amount would be $75,000. 

Senator Macnuson. That is my understanding, that it would be 
$75,000. 

Senator SauronsraLL. Then that would be about 15 people there, 
would it not ? 

Mr. Gwynne. Perhaps Mr. Glendening could give use the answer 
tothat. But I would say it would depend on whom we are hiring. 

Senator SatronstaLy. That would be between 15 and 20 people at 
the rate of $5,000 in annual salaries. 

Mr. Guienpventna. If that were used for new people, that would be 
true. But I might say that, since the appropriation last year, the 
Commissioners’ salaries were raised some $25,000. We are now an- 
ticipating in some other areas some small increases. By the time those 
are taken into consideration there would probably be something less 
eee for new employees, which would amount to, say, 4 or 5 

ople. 

R Renitbk SattonsTaty. But you still want an additional travel allow- 
ance; do you not? 

Mr. Guenventna. Yes, sir. We need that very badly, because we 
will have more and more people traveling as time goes on. 

Senator SatronsTaLu. That would be over $100,000 more than you 
have in the fiscal year 1956 and it would be $35,000 more than you had 
in 1957 ; is that not correct ? 


DIFFERENCE IN TRAVEL ESTIMATE 


Mr. GLenpENING. Yes, sir. The difference between the 1956 figure 
and the 1957 figure is the increase from $9 to $12 in per diem, and cer- 
tain increases in the rail and air rate since that time. It is costing us 
more for travel now. The cost is about $22 a day to keep a man in the 
field right now. 

Mr. Gwynne. It would be an increase of $34,500 for travel in the 
present budget. 

Mr. GLenvENING. Yes, sir. That is because the men that we have 
now in training would be traveling next year. 

Mr. Akerman. Senator, most of the new employees that we got out 
of the increase given us last year were trial attorneys and field investi- 
gators, and they are the ones who are the traveling men. 

That is why we did not take on people to sit around here in Wash- 
ington; we have people in the field. We have taken into considera- 
tion the increased per diem and the fact that the bulk of the money 
went for people who are going to be traveling. We feel that to get 
the efficient use out of those men, we would actually need this money 
very badly. 

Senator Sattonsraty. Perhaps we can just boil this down right at 
this point. It would seem to come down to the fact that, with the 
amount of money the House would give you, with the exception of the 
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travel alowance, you would probably put on about five new employees. 
Would that be correct ? 

Mr. AKERMAN. Yes, sir. 

Senator Satronstaty. Thank you, Mr. Chairman. 


RETIREMENT ACT PROVISIONS 


Senator Magnuson. The records show, also, that all of these in- 
creases must, of necessity, include, and they do so include, the sum of 
$325,000, which is a mandatory figure placed upon you this year be- 
cums of the provisions of the Retirement Act. That is correct; is it 
not, sir 

Mr. GLENDENING. Yes; $325,000 is correct, Senator. 

Mr. Gwynne. That is correct. 

Senator Maenuson. Are there any further questions? 

Senator Dirksen. Yes, Mr. Chairman. 

Senator Maenuson. You may go right ahead, Senator Dirksen. 


FURTHER DISCUSSION OF PERSONNEL SITUATION 


Senator Dirksen. Mr. Gwynne or Mr. Glendening, if the table that 
we have here is correct, you had 603 positions in 1956. 

Mr. GLenpeNtING. That is the man-years of employment. 

Senator Dirksen. In 1957 you had 780 positions. So that would 
represent an increase of 177 in 1957 over your 1956 figure. 

Mr. GLENpENtNG. There were 632 positions allotted in 1956, mak- 
ing the increase for 1957 only 148. 

Senator Dirksen. Have all those positions been filled, or are they 
being filled ? 

Mr. GLENDENING. At the present time our personnel strength is 744. 
I believe that, with the money we have available this year, 750 people 
is about all we can carry, even though we had anticipated that we 
might go to as high as 780. 

Senator Dirksen. But you believe that you will be 30 people short 
of the announced geal for the year 1957 ; do you ? 

Mr. GLENDENING. Yes, sir. We would not have enough money to 
carry 780 with the money available. We thought we would, but it 
turns out that is not the fact. 

Senator Dirksen. Your estimate for 1958 calls for 63 additional 
positions; is that correct ? 

Mr. GLENDENING. Yes, sir. 

Senator Dirksen. The indication seems to be that, if you filled all 
your positions in the Federal Trade Commission, the difference in the 
amount of funds there between 1956 and your estimate for 1958 would 
be in the sum of $240,000. 

Mr. GLENDENING. That is correct, sir. 


HOUSE ACTION ON OTHER ITEMS 


Senator Dirksen. I have another point to inquire about here. I 
could not quite add up the figures here, and you will have to just 
check them as I present them to you. 

The fact is, that the House cut you $100,000 on your quarterly re- 
port item; is that correct? 
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Mr. GLENDENING. Yes, sir; $100,500. 

Senator Dirksen. And they cut you $43,000 on “division of eco- 
nomic evidence and reports.’ 

Mr. GLENDENING. That is right. 

Senator Dirksen. And they cut you $52,500 on the Wool Act and 
the Fur Act complaints; is that correct ? 

Mr. Gtenventne. That is right. 

Senator Dirksen. And then, further, they also cut $3,050 in the 
item of the “Wool testing laboratory.” That is correct ; is it not? 

Mr. GLENvENING. That is right. 

Senator Dirksen. Then they cut $10,000 on the medical item; did 
they not? 

Mr. GLENDENING. Yes, sir. 

Senator Dirksen. They also disallowed your request of $23,500 
for the drug laboratory ; did they not? 

Mr. Guenpentnc. Yes. 

Senator Dirksen. They also made a cut of $36,500, did they not, on 
the litigation item / 

Mr. GuenventnG. That is right. 

Senator Dirxsen. Then on the consultation item they cut out 
$19,500; is that not correct ? 

Mr. GLeNDENING. That is right; $19,500 on consultation. 

Senator Dirksen. That all adds up to $288,000, as I figure it. I 
was wondering what happened to the difference between that figure 
and the fee of $370,000. Perhaps there is another item that they cut 
somewhere ? 

That is a limitation. The travel allowance is a limitation; is that 
the explanation for it ? 

Mr. GLENDENING. That is right. 

Senator Dirksen. That does not figure in the total, does it? 

Mr. GuenventnG. That is right; it does not. The travel was cut 
$35.500, from our estimate. 

Senator Dirksen. Was there an actual cut there, or was it just a 
limitation ? 

Mr. GLENDENING. It was both. 

Senator Dirksen. My impression was that it was just a limitation. 

Mr. GLENDENING. They left the limitation exactly as it was this 
year, and then they reduc ed the funds accor dingly. 

Senator Dirksen. Did they reduce the funds, also? 

Mr. GLENDENING. Yes, sir. 

Senator Dirksen. I must have missed that. So that would prob- 
ably account for the difference there. Now, let me see if I can sum- 
marize this. You are not asking for any restoration of funds, are 
you, that were cut by the House, except on the travel item / 

Mr. GLENDENING. That is right. The difference between your 
$288,000 figure and the $300,000 is partly accounted for by the differ- 
ence between $334,000 that we estimated that we would need for the 
Civil Service Commission retirement fund and the $325,000 that they 
reduced it to. 

INVESTIGATION AND LITIGATION 


Senator Dirksen. Mr. Gwynne, let me refer to an item in your 
statement on page 3, the second paragraph, which reads: 


However, the House approved an allocation of $75,000 for antimonopoly work 
throughout the agency, and part of this will be apportioned for the litigation of 
such cases. 
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Is that the item you referred to in connection with your request for 
additional personnel ? 


Mr. Gwynne. That is correct. That is the net gain, you might say, 


that we have; that $75,000, which will go for investigation and litiga- 
tion. 


Senator Dirksen. That is all I have, Mr. Chairman. Thank you. 





INVESTIGATION OF MERGERS 


Senator Magnuson. I have one general question to ask. It is my 
personal opinion that one of the most serious problems we have in our 
economy today is the number of mergers that are taking place, partic- 
ularly as they affect small business. I know that the ‘Federal Trade 
Commission has been doing what it could to investigate these matters 
or to look into them. It seems that you are sort of in the position 
there of locking the barn sometimes after the horse is gone—is that 
not correct—because there is no existing requirement in the law that a 


proposed merger shall be reported to the Federal Trade Commission. 
Isthat not a fact ? 


Mr. Gwynne. That is right. 

Senator Magnuson. So that in many cases you have to try to evalu- 
ate what the effect of a merger may be, or may not be, ‘ust by getting 
information from newspapers or trade amie or other publications ? 

Mr. Gwynne. We usually get our first information about a merger 
from some newspaper account. Sometimes we get our information 
from other sources. 

Senator Magnuson. Or you might get your information through a 
complaint that you receive / 

Mr. Gwynne. Yes. 

Senator Magnuson. But, as I say, you sort of get into the picture, 
sometimes, a little too late. 

Mr. Gwynne. That is correct. Not only that, Senator, but we have 
the further difficulty of having to make such investigation as we can 
to see if it really is a merger that probably violates the law. If there 
were some regulations that companies were required to comply with, 
that would require them to call on us with that information, we would 
dispose of a lot of those preliminaries more quickly. 


MERGER INVESTIGATIONS PENDING 


Senator Magnuson. As of the beginning of the fiscal year 1957 
you have 135 merger investigations pending, which are pending right 
now: and last year alone you got mergers reported at the rate of 940 
for the year, which is quite a workload. I would think that a good 
portion of this problem could be resolved if there were some prelimi- 
nary reports to you people about the merger. If that were the case. 
we might know just what we are doing. 

Mr. Gwynne. The Federal Trade Commission has so recommended 
to the proper committees. he 

Senator Magnuson. I was going to remark that possible legislation 
is now before the Congress. 

Mr. Gwynne. That is correct. 

Senator Magnuson. In my opinion, we should be domg something 
about it, because mergers are rising rapidly and we spend a lot of 
time and a lot of effort in the hope that we are going to stem the 
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tide of mergers so that small business can continue to exist. I will 
say further that I think you people are being as helpful as you can be, 
but that you have been somewhat restricted as to what you have been 
able to do. 

Mr. Gwynne. The handling of the merger problem is extremely 
difficult, not only in the matter of investigation. For example, we 
have 15 cases now in litigation, and some of them are of tremendous 
importance. 

enator Macnuson. There have been more mergers in this country 
in the past 28 months than there have been in the prior 28 years, ac- 
cording to the best statistics I have been able to find. Some of them 
are perhaps justifiable, but the trend is certainly something that we 
should be taking a look at, both the Congress and the Federal Trade 
Commission. I know that you have been somewhat handicapped as 
regards your ability to get at the matter in the beginning. I hope we 
can act on that legislation before we recess this present session of 
Congress. 

Senator Drrxsen. That isa rather long story, is it not, Mr. Gwynne? 

Mr. Gwynne. Yes; that isa long story. 

Senator Dirrxsen. We know that, judging by the time we spent on 
the premerger notification bill, is that not correct? 

Mr. Gwynne. Yes. 

Senator Drrxsen. Do you investigate all mergers, regardless of 
size, or have you cut off any investigation 6f some kinds of mergers? 


PROCEDURE IN MERGER INVESTIGATIONS 


Mr. Gwynne. I do not think we have established any particular 
cutoff, Senator, but perhaps we could get Mr. Babcock to go into more 
detail about the way it works. Well, maybe I could tell you. 

We have people down there whose duty it is to constantly scan the 
papers and financial journals, and we hear about certain mergers 
from that source and from other sources. Some of them immediately 
ring a bell. They know these companies. That is something that 
should be looked into further, but many of them are not. 

They make, first of all, a preliminary check. Sometimes they can 
quickly rule it out. Maybe it is a case of one company buying a bank- 
rupt company. Maybe it isa case where a merger would have no com- 
petitive effect. In a great many cases we must go further than that. 
We must make investigations through our branch offices and through 
other means, and such information as we can find is used to determine 
if there should be a full-scale investigation. 

It is true that the necessary checking that we have to do in order 
to rule out the ones that we do not file against takes a lot of time which 
we could use to greater advantage if that informaion was available 
more quickly. 

CROWN-ZELLERBACH INVESTIGATION 


Senator Magnuson. Then you get cases like that Crown-Zellerbach 
up there, which has been going on for 3 or 4 years. 

Mr. Gwynne. The initial decision has been rendered in that case, 
Mr. Chairman. 
















on RRO 


INDEPENDENT OFFICES APPROPRIATIONS, 1958 387 


Senator Maanuson. What I want to point out is that you have spent 
a lot of time and it has taken a good portion of your workload to work 
on it. 

Mr. Gwynne. Yes. That was a tremendous case. 

Mr. Glendening just tells me that, according to our figures, about 
29,000 man-hours went into that. 

Mr. GLEeNpDENTNG. Senator, one fact you might be interested in 
knowing about it is that the total of 940 mergers consists of only those 
mergers over which we might have jurisdiction. We have eliminated 
from the total figure the mergers of trucklines, banks, and other areas 
of business over which we have no jurisdiction. 

Senator Magnuson. Are there any further questions? 

Apparently the other members of the committee have no questions 
right now, but I would like to point out another thing. 

Of course, some of the banks would be subject to State laws within 
the States, and you would have no authority there, is that not right? 

Mr. GLENDENING. We have no authority over banks at any time. 

Senator Macnuson. We have the expert on that here this morning, 
the Senator from Virginia. 


Senator Sarronsrati. We have already had legislation this year on 
banks. 


Senator Maanuson. Yes. 


If there are no further questions, we will excuse you gentlemen. 
Thank you very much. 


VETERANS’ ADMINISTRATION 


STATEMENTS OF H. V. HIGLEY, ADMINISTRATOR, AND F. W. 
KELSEY, CONTROLLER 


LETTER TO SUBCOMMITTEE 


Senator Macnuson. Next we have the Veterans’ Administration. 
Mr. Higley, we will be glad to hear from you. 
Before you proceed, Mr. Higley, we will place into the record in 
full a letter we have here concerning your appropriation requests, 
(The letter referred to follows :) 
VETERANS’ ADMINISTRATION, 


March 19, 1957. 
Hon. WARREN G. MAGNUSON 
Chairman, Subcommittee in Charge of the Independent O fices 
Appropriation Bill for 1958, 
United States Senate, Washington, D.C. 


My Dear SENATOR MAGNUSON: In response to your letter of March 15, 1957, it 
is requested that we be given the opportunity of appearing before your com- 
mittee to present the budget of the Veterans’ Administration for the 1958 fiscal 
year. 

Detailed requests for changes to the independent offices appropriation bill as 


reported by the House Appropriations Committee will be submitted to you next 
week. 


Sincerely yours, 








Deputy Administrator 
(For H. V. Hietry, Administrator). 
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VETERANS’ ADMINISTRATION, 


March 26, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee in Charge of the Independent O fices 
Appropriation Bill for 1958, 
United Siates Senate, Washington, D.C. 

My Dear Senator Macnuson: Reference is made to our letter of March 19, 
1957, in which you were advised that the Veterans’ Administration desired a 
hearing before your subcommittee with respect to the provisions of H. R. 6070 
as reported to the House of Representatives. 

Pursuant to the request contained in your letter of March 15, 1957, there is 
attached hereto a listing by page and line of the changes which this agency de- 
sires in the proposed appropriation act. 

Sincerely yours, 
H. V. Hietry, Administrator. 


CHANGES REQUESTED IN H. R. 6070 AS Reportep TO House or REPRESENTATIVES 
Page 22, line 20, change limitation on loan guaranty program from $18,500,000 
to $17,500,000. 
Page 23, line 11, change travel limitation amount from $992,200 to $1,100,000. 
Page 23, lines 18 and 19, change appropriation amount from $20,773,800 to 
$21,763,400. 
Page 23, line 19, change amount for Medical Research from $10,000,000 to 
$10,344,000. 
Page 25, line 17, change appropriation amount from $1,790,000 to $1,873,500. 
Page 26, lines 4 and 5, change appropriation amount from $2,840,500,000 to 
$2,990,000,000. 
Page 26, line 14, change appropriation amount from $787,987,000 to $829,460,000. 
2age 27, line 7, change appropriation amount from $1,500,000 to $1,750,000. 
Page 27, line 15, change appropriation amount from $42,500,000 to $50,000,000. 


BUDGET ESTIMATE AND HOUSE ACTION 


Senator Magnuson. Now let us get your figures. I will not break 
them down as you have them here on your worksheets, however. 

The appropriation for 1957 was in the amount of $4,727,084,000 plus. 

Your budget estimate for the fiscal year 1958 is in the amount of 
$4,889,363,000, which includes the $42,923,000 on account of the manda- 
tory retirement fund. 

The House recommended $4.682,705,000, which is a decrease of 
$44,379,630 from the fiscal year 1957 appropriation and a decrease of 
$206,657,700 from the 1958 budget estimate. . 

You are speaking to us now about the restoration of $202,364,000, 
or approximately $4 million less than the cut from your budget. 

Senator SatronstaLy. Will the chairman yield ? 

Senator Macnuson. Yes. 

Senator SauronstaLt. Apparently that total adjustment figure was 
changed to $199,796,100. Is that correct? 

Mr. Kersey. That is right. 

Senator Macnuson. And you have changed it around to $199,796,- 
100, or, roughly, $6,862,000 under the budget estimate. 

Very well, we will be glad to hear from you, sir. 

Mr. Hieitry. Mr. Chairman, do you want me to read the statement, 
or would you prefer to have me discuss it? 


PREPARED STATEMENT 


Senator Macnuson. It might be a good idea to put the statement 
into the record in full and then you can discuss it with us. 
Mr. Hiciry. That will be fine, Mr. Chairman. 
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(The statement referred to follows :) 


Mr. Chairman and gentlemen of the committee, we are appearing before you 
today in connection with those provisions of H. R. 6070 and House Report No. 197 
which relate to the appropriation allowances recommended for the Veterans’ Ad- 
ministration for the fiscal year 1958, It is requested that you favorably consider 
the following changes in the appropriation amounts recommended in H. R. 6070: 





| 





Budget re- Recom- Revised re- 
Appropriation quest mended in quirement | Adjustments 
H. R. 6070 

Medical Administration and miscellaneous 
operating expense. _____- Seen ee eee $22, 067,C00 | $20,773,800 | $21, 763, 400 +$989, 600 
Maintenance and operation of supply depots__- 1, 940, 000 1, 790, 000 1, 873, 500 +83, 500 
Compensations and pensions.__..........--.--- 2, 990, 000, 000 |2, 840, 500, 000 |2, 990, 000, 000 | +149, 500, (00 
Readjustment benefits. ___- ee ee 829, 460,000 | 787,987,000 | 829,460,000 | +41, 473,000 
Grants to Republic of the Philippines____._.__- 1, 760, 000 1, 500, 000 1, 7£0, 000 +250, 000 
Hospital and domiciliary facilities__.__......__. 50, 000, 000 42, 500, 000 50, 000, 000 +7, 500, 000 
Total adfustmmettte. 2 ooo i ois ado ne. te tb id woenarecececcelecencascecenee} 190, 796, 100 

| 


We have thoroughly reviewed our financial requirements for the fiscal year 
1958 in the light of the proposed appropriations contained in H. R. 6070 and 
have revised our estimates so as to accept the reductions where we can. In 
those instances where the committee report on H. R. 6070 indicated the intention 
to provide funds in 1958 fiscal year sufficient to permit activity on the same level 
as in 1957, we have pointed out factors which were not given consideration and 
have requested corrective action which would carry out the stated intention of 
the committee. We have also attempted to show what the effects of other reduc- 
tions will be if permitted to stand as stated in H. R. 6070. 


CHANGES IN LIMITATION AMOUNTS 


In addition to the above adjustments, it is requested that the limitation 
amounts specified in the appropriation “Medical administration and miscel- 
laneous operating expenses” for employee travel of $992,200 and “Medical 
research” of $10 million be changed to $1,100,000 and $10,344,000, respectively. 
Also, it is urgently requested that the amount earmarked for the loan guaranty 
program in the appropriation “General operating expenses” be changed from 
$18,500,000 to $17,500,000. These are limitation changes and do not involve a 
further increase in funds over the amounts set out in the table above. 


GENERAL OPERATING EXPENSES 


The reduction proposed in the House bill amounts to $4,068,000. House Report 
No. 197 specifies that $1,500,000 of this reduction is applicable to general admin- 
istration and $2,568,000 is applicable to our insurance operations. On the basis 
of changing workloads, especially in the loan guaranty program, the VA believes 
that the decrease of $4,068,000 can be accepted, but only if we are permitted to 
apply the reduction according to actual needs. On the floor of the House on 
March 20, 1957, a member of the Subcommittee on Appropriations, Independent 
Offices, commented upon the reductions which have been made in personnel in 
our Insurance Department even though the number of policies in force has 
remained constant for some time. A continuing decline in average employment 


has been accomplished by this Department as evidenced by the following informa- 
tion: 


TE SRC Rae a a ict del caters eathigste uaegae ial acetate 7, 620 
TOBE TimORS Wee, TIN i cele tis pooh tenes cass hips neoneeeiiew edi amet 6, 128 
TS TIE TN o, CR censinne~seramcicaitaiiesnmesinn Otaamernseemeeizinidan ete 5, $07 
1968 fieéal Peak, GUvGteG «x. nnncndcccandnacennnsabdenccanaaedeaee 4, 954 


Employment as of January 31, 1957, in this Department was 5,430 and there- 
fore a substantial reduction is already required to reach the level of 4,954 as 
estimated in our 1958 request. The imposition of a reduction of $2,568,000 in 
this program would require a further reduction of approximately 625 employees 
which would seriously affect our service to policyholders. 
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Factors beyond the control of the Veterans’ Administration in operations such 
as the loan guaranty and vocational rehabilitation and education programs 
often cause sizable fluctuations in workloads. It is highly essential that tiexi- 
bility be permitted in the use of funds in these programs. If one program should 
increase to a level above that on which money was appropriated, it is highly de- 
Sirable and certainly a practical solution to use any savings available from 
other programs or activities and avoid coming back to Congress for additional 
funds. There is growing evidence that Loan Guaranty operations will be at 
a lower level in fiscal year 1958 than was estimated in our appropriation request. 
Acceptance of the entire reduction of $4,068,000 as proposed by the House com- 
mittee is practicable only if the amount restricted to use specifically for the 
Loan Guaranty program is reduced from $18,500,000 to $17,500,000. This is nec- 
essary in order that funds not required in this program may be available to 
avoid impairment of other programs. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


House Report No. 197 explains the reduction of $1,293,200 made in this appro- 
priation as a cutback to the 1957 allowance. This action disregards the fact that 
our 1958 budget request included $793,900 for civil service retirement payments 
not applicable in the fiscal year 1957 ($344,000 for Medical Research, $62,600 
for Construction and $387,300 for Medical Administration) and $335,000 for 
printing costs which were not paid from this appropriation in 1957. On the 
other hand, our 1958 estimate did not include $139,300 for 24 employees formerly 
paid from this appropriation. These employees have been transferred to our 
supply depots and we are requesting that the appropriation “Maintenance and 
operation of supply depots” be adjusted to include funds for this purpose in the 
1958 fiscal year. 

The Veterans’ Administration does not object to holding to the 1957 level of 
operations, including research, but requests allowance for these adjustments to 
operating costs amounting to $989,600 so that the 1958 level will be the same as 
1957. 

When the Congress increased the amount available for medical research to 
$10 million in the 1957 appropriation, the amount of travel limitation was not 
increased to the level necessary to serve this expanded program. The efficiency 
of this program is dependent upon the availability of sufficient employee travel 
authorization and it is therefore requested that this limitation be increased 
from $992,200 to $1,100,000. Funds to cover this increased authority are not re- 
quested, as additional needs will be financed by reductions in other costs for this 
program. 

The increase requested of $344,000 over the amount appropriated for fiscal 
year 1957 for medical research activities does not constitute an expansion of 
the program above the authorized level but is due entirely to additional needs 
to cover civil service retirement payments beginning in the fiscal year 1958. 
Since these additional payments must be made from whatever funds are appro- 
priated for this program, continuance of the 1957 level authorized by Congress 
is dependent upon your favorable consideration of this requested increase. 


MAINTENANCE AND OPERATION OF SUPPLY DEPOTS 


The amount proposed for this appropriation of $1,790,000 is a reduction of 
$150,000 from our budget estimate. Although this allowance provides an increase 
of $162,000 over the 1957 appropriation, it fails to give adequate consideration to 
those costs not payable from this account prior to the fiscal year 1958. These 
additional costs are $97,200 for civil service retirements payments, $9,000 for 
printing, and $139,300 for employees transferred from the “Medical administra- 
tion” appropriation, which has been reduced by this amount as mentioned on 
page 3. The Veterans’ Administration feels that the minimum appropriation 
for this purpose should be the 1957 allowance adjusted for these additional costs, 
and requests restoration of the House reduction to the extent of $83,500. 


BENEFIT APPROPRIATIONS 


A reduction of 5 percent of the amounts requested is recommended by H. R. 
6070 in the appropriations “Compensation and Pensions,” “Readjustment bene- 
fits,” “Military and naval insurance,” ‘National service life insurance” and 
“Servicemen’s indemnities.” The Veterans’ Administration agrees that estimates 
of needs for these purposes may vary to some degree. For that reason, and also 
since small shortages can be covered by exercising the transfer authority granted 
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for these appropriations, the reductions in the Insurance appropriations are not 
yrotested. 

' However, a 5 percent reduction in the appropriations “Compensation and pen- 
sions” and “Readjustment benefits” amounts to a substantial adjustment and if 
sustained will undoubtedly result in supplemental appropriation requests. It is 
significant to note that the appropriation contained in the House bill for com- 
pensation and pensions payments is substantially below the expected needs for 
the current year, whereas requirements for this purpose have been increasing 
each year and a reversal of this trend cannot be reasonably expected for at least 
some years to come. 

Funds appropriated under these headings are solely for the purpose of meeting 
contractual obligations in accordance with governing statutes; they are not 
subject to administrative control and cannot be use for other than direct benefits. 
We believe that reductions in these appropriation requests are unrealistic and in 
addition may create apprehension among veterans that funds will not be available 
for the payment of their compensation, pension, or other benefits. 

Although the House committee states that additional funds will be provided 
by supplemental appropriation if needed, in the interest of avoiding such un- 
necesary action and in view of the other reasons mentioned above, it is recom- 
mended that the full amount originally requested for the appropriations “Com- 
pensation and pensions” and “Readjustment benefits” be provided at this time. 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Payments made to the Republic of the Philippines for the medical care of 
certain veterans are in the form of reimbursements on the basis of paid vouchers 
submitted by the Philippine Government. Public Law 421, 83d Congress, which 
established a schedule of the maximum amounts payable each year, authorizes 
the amount of $1,750,000 for the fiscal year 1958 and our budget request was 
submitted accordingly. In view of past and current obligations ($2,078,000 for 
1956 and $1,007,000 for the first 7 months of 1957) the appropriation of an amount 
less than $1,750,000 would be unrealistic and would place the Veterans’ Adminis- 
tration in the position of being unable to make payments to the extent author- 
ized by the statute. 

CONSTRUCTION 


H. R. 6070 provides a reduction of $7,500,000 or 15 percent in the appropria- 
tion requested of $50 million for “Hospital and domiciliary facilities.” House 
Report No, 197 states that this reduction has been made on the basis of possible 
decreased costs. A detailed review of each construction proposal is made by 
specially qualified personnel in both the Veterans’ Administration and the Bureau 
of the Budget. It is our belief that these reviews are resulting in minimum 
construction costs. 

Our budget request of $50 million in new obligational authority for the fiscal 
year 1958 is predicated on the following projects: 


Construction funds for hospital replacement at Nashville, Tenn__._ $10, 453, 000 


Construction funds for hospital replacement at Jackson, Miss_._.... 11, 558, 000 
Technical service funds for hospital replacement at Wood, Wis._.__ 2, 109, 000 
Modernization of hospital at Bedford, Mass____-__-_______________ 3, 473, 000 
Modernization of hospital at Biloxi, Miss_.............-_-________ 1, 455, 300 
Building alterations and laboratory facilities at Dearborn, Mich__~— 544, 800 
Modernization and new building at Fort Meade, S. Dak____________ 2, 673, 200 
Modernization of hospital at Los Angeles, Calif......._......____ 8, 490, 000 
Replacement of boilers at Newington, Conn_________-__-____-_____ 290, 100 
New canteen building at Northport, N. Y----__--_--_-____________ 593, 400 
Alterations, new buildings and chapel at Palo Alto, Calif.......___ 2, 023, 300 
Additions, alterations and new buildings at Tucson, Ariz_...._____ 2, 500, 000 
Electrical system replacement at Walla Walla, Wash _._-._._______ 365, 400 
Consolidation of regional office clinics with hospitals__._......____ 4, 000, 000 

TOCA... a oh een eb andise dt do hnie the thla San 50, 528, 500 
Lest recovery FLOW) PEIOG FOI essa eg die bibdate 373, 000 
TRO ONT nas nee ce ce en aaometioattinaes anne apa tee 155, 500 

Ot) ing nsf AG ae age a et he a ee ee 528, 500 


bidlinshiwidenssaninrercinnaheniiotnernintehenaaenibelmmianiintins 50, 000, 000 
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It is our belief that the above projects have been estimated on a conservative 
and economical basis. In the event a reduced amount is provided, it should 
be with the understanding that one or more projects will have to be postponed. 

Our requirements under the appropriation “Major alternations, improvements, 
and repairs” are based on a listing of specific projects to be accomplished. The 
language of this appropriation prohibits beginning a project until funds for the 
completion thereof are appropriated. Although the Veterans’ Administration 
is not specifically protesting the reduction of $226,000 proposed against our ap- 
propriation request of $2,254,000, it must be understood that projects to this 
extent will be deferred to another year. 


REPLACEMENT OF AUTOMOBILES 


The appropriations proposed by the House committee eliminate all authority 
for the replacement of motor vehicles. The Veterans’ Administration had re- 
quested authority to replace 148 vehicles in the fiscal year 1958, of which 6 were 
to be purchased from the appropriation “General operating expenses” and 142 
from the appropriation “Inpatient care” for use at hospital installations. We 
particularly want to bring to the attention of the Congress the facts which 
prompted our request: 

1. The criteria established by the General Services Administration and pub- 
lished in title I of their personal property regulations specifies that passenger- 
earrying vehicles may be replaced when they have been operated 6 years (7 
years for ambulances) or 60,000 miles. 

2. It has been demonstrated that operation beyond these limits is uneconomical 
due to costly repairs and maintenance. 

3. Operation of old vehicles, particularly at hospital installations, could re- 
sult in accidents endangering the lives of employees and patients as well as the 
lives and property of others. 

4, In denying authority to purchase automobiles the House committee recom- 
mends the usage of General Services Administration motor pools; however, hos- 
pital activities require the availability of transportation facilities on a continu- 
ous 24-hour-a-day basis and due to the location of many of our installations sat- 
isfactory service could not be obtained from GSA motor pools. 


CONCLUSION 


We have carefully reviewed all phases of our operations with the objective of 
cooperating in the program of reducing expenditures and we have confined our 
request for changes in the appropriation bill to those items which we believe are 
either unrealistic or which would adversely affect the ability of the Veterans’ 
Administration to fulfill its responsibilities to eligible beneficiaries. I wish to 
assure the Congress, however, that the Veterans’ Administration will do the 
best job possible with whatever funds are eventually appropriated. 


GENERAL STATEMENT 


Mr. Hietey. Mr. Chairman and members of the committee, I want 
you to know that our approach to the House bill 6070 was to try to 
see how completely we could meet their views. 

I will take up the items pretty much as they come up on this state- 
ment. 

You will recall that we had a cut of $4,068,000 in our general op- 
erating expenses, and the only guidance that was shown in the bill 
was that they thought that $1.5 million could be saved in general 
administration and $2,568,000 in insurance. We would like to accept 
all of that and probably can if we are given just a bit of flexibility, a 
little more elbowroom, to see what we can do. 

One of the main reasons why I say that, is that the $2.5 million 
cut in insurance we think is quite totally unrealistic. 

Senator Magnuson. Can we get the record straight here? Is that 
involved in the administration of the insurance program ? 

Mr. Hictry. That is in the administration. 
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Senator Magnuson. That has nothing to do with the fixed pay- 
ments to the veterans, has it, Mr. Higley ¢ 
Mr. Hierry. It has nothing to do with that at all. This is opera- 
tions. 
EMPLOYEE SITUATION 


To continue: In 1956 we dropped 1,492 empicyees from what we 
had in 1955; that was a drop of nearly of 20 percent. For the fiscal 
year we are in now, 1957, we have 521 less employees which is an ad- 
ditional drop of 8.5 percent. Our budget, which we presented origi- 
nally to the Bureau of the Budget, provided for 653 less people in the 
insurance item for the fiscal year 1958. That was a 12 percent cut 
additionally. 

If $2.5 million is cut from our budget request, we would have to 
eliminate about 625 more people. In Fact, that would mean that we 
would have to have a total cut next year, in the fiscal year 1958. of 
1,278, which is 23 percent of all of our people now working. That 
just cannot be allowed to happen. 

We think we have done a rather fine job in bringing down the 
number of people, but we believe that the House did not quite realize 
what a tremendous cut they were suggesting to be made. 

So we must find elsewhere this $4 million. 

Senator Macnuson. Let me ask about this, too, so that we will 
be correct on it. We are talking now, are we not, about reductions 
or additions that involve the administration of the veterans’ program ? 

Mr. Hietxy. That is right. 

Senator Magnuson. The House figure contains enough funds for 
you to take care of all your so-called fixed charges under the GI bill 
of rights, is it? 

Mr. Hictry. No,sir. Weare coming to that, sir. 


LANGUAGE CHANGE REQUESTED 


My only idea in bringing up this $4 million is based on the fact 
that we would like to accept the cut. We figure that we can do this if 
ou will just change one limitation that has been put into the House 
ill, and that was that at least the amount of $18.5 million must be 
spent on the loan guaranty program, regardless of what our expenses 
might happen to be. It means that if we do not spend that much 
money, it returns to the Treasury, of course. 

If you would change that language to make that figure $17.5 million, 
it would give us a chance to move in that direction if we had to do it; 
as we go through the year, we must, of course, have whatever funds 
are necessary to pay our people, otherwise we would have to let them 
out. It would bea very tight situation with us. 

We do not know how we can save a total of $4 million. However, if 
you would change that language to a limitation of $17.5 million, it 
would mean that if that program goes down, as would seem to be quite 
likely at this stage of the game, that would give us some leeway and 
would keep us out of trouble. 

In the meantime, we would try to live within the reduction of $4 
million. 

Senator Maenuson. That would be on page 22 of the House bill in 


line 20. Instead of the figure of $18,500,000 you would suggest 
$17,640,420. Isthat correct ? 
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Mr. Hietey. No. We are suggesting $17,500,000. It is a change from 
$18,500,000 to $17,500,000. 

Senator Macnuson. From $18,500,000 you want to change it to 
$17,500,000. Then that would change the other figures there, too, 
correspondingly. 

Mr. Hietey. That is a change in the amount of the limitation only. 
We fee] that if we do not have that safeguard, then we would have to 
ask for $1 million to be restored, because at this time we do not see 
any way that we can save the full amount of $4 million. But if that 
change is made we will try to live within that budget figure. 

The second item I want to discuss has to do with the hospital ad- 
ministration. 

ACCEPTANCE OF HOUSE CUT 


Senator Dirxsen. Mr. Higley, before we leave that, I have a ques- 
tion. 


If that modification is made, will you then accept the House cut as 
such ? 

Mr. Hictry. Yes. 

Senator Dirksen. For $4,068,000? 

Mr. Hietry. That is right, we will live with that cut. But we do 
want that much of a leeway just in case we did not quite make the 
grade. 

Senator Satronstaty. Mr. Chairman, if I may, I would like to ask 
a question at this point. 

Senator Macnuson. Go right ahead, Senator Saltonstall. 


EXPLANATION OF $18.5 MILLION FIGURE 


Senator Satronstatu. Can you tell us, sir, why the House put in 
arbitrarily that figure of $18,500,000? 

Mr. Hietery. Frankly, it is simply because of the fact, Senator 
Saltonstall, that the loan guaranty program, the housing program, is 
a big question mark at the moment, as far as the Veterans’ Administra- 
tion is concerned, with an interest rate of 444 percent. That will not 
attract money, as we now see it. So it is quite ae that if no 
change is made—and none is indicated—that program will go down. 

So it was probably very prudent of them to put in a figure so that 
if the program does go down, the money cannot be spent for other 
purposes. 

If that figure is reduced as we suggest so that we could have a little 
elbow room, we are willing to accept this whole $4 million cut. We 
do not intend to impose on that change if we do not have to. 

Senator SatronstTauu. I think I understand. 


Senator Drrxsen. If you do cers that cut, what impact do you: 


say that would have on your personne 

Mr. Hictry. That would mean that we would go downhill to the 
extent necessary to absorb that cut, but we would spread it over 
several programs and work it out in such a fashion that I do not 
think it will do us any damage. The deduction will be accomplished 
by attrition. j 

Senator Dirksen. By how much do you think you would reduce 
your rolls over the entire fiscal year ? 

Mr. Hietry. By about 850 from present on duty. We figure on a 
salary of about $4,860 per person as a general figure. 
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Senator Satronsratn. Actually, your loan guaranty program in 1956 
fiscal year represented $17,400,000. Your actual estimate for this year 
was $17,800,000, and the estimate for the next appropriation year, for 
fiscal year 1958, is $18,900,000. 

So the House says that the figure is to be $18,500,000, and you would 
like to go back to'a little under the estimate for the fiscal year 1957? 

Mr. Hietry. The figure of $18.5 million relates to the entire pro- 
gram. The figures you quoted for 1956, 1957 and 1958 refer only to 
operations in our field offices. 

Senator Satronstauu. It would be a figure of slightly more than 
the 1956 figure and a little less than for 1957 ? 

Mr. Hictey. The limitation proposed by the Veterans’ Adminis- 
tration is $17,500,000. 

Senator Maenuson. Are there any further questions here on that 
particular item ? 


Apparently there are not, so you may proceed with the next one, Mr. 
Higley. 


MEDICAL ADMINISTRATION AND MISCELLANEOUS OPERATING EXPENSES 


Mr. Hiciry. The second item, Mr. Chairman, is with regard to 
“Medical administration and miscellaneous operating expenses.” 

It was apparent in the bill which the House drafted that they in- 
tended us to proceed in 1958 at about the 1957 level, and they acted ac- 
cordingly. But what they failed to take into consideration is that we 
will have in 1958 two large items which were not in the 1957 budget 
for this appropriation. One is $793,000 to be paid for the civil service 
retirement program, and the other is $335,000, for printing costs. That 
makes a total of $1,128,000. 

Senator Magnuson. Let me inquire as to the printing costs. Why 
is that figure up $335,000 this year over the 1957 figure? Why is that 
new item in there? 

Mr. Hictey. I will ask our Controller, Mr. Kelsey, to explain that. 

Mr. Kexsry. Senator Magnuson, that charge has heretofore lumped 
together in an administrative unit in the central office. In the fiscal 
year 1958, we will distribute the printing costs to the Department of 
Medicine and Surgery, to the Department of Veterans Benefits, and 
to the Department of Insurance. This represents that distribution, 
and there is no additional cost over the previous year’s cost. 

Mr. Hietry. We took it out of the other funds. 

Mr. Ketsry. We took it out of the central office expenses. 

Mr. Hietey. It isa distribution without any new money involved. 

It so happens, Mr. Chairman, that in 1958 we will transfer 24 em- 
ployees from the Department of Medicine and Surgery to the supply 
depots. That means that we should credit the Department of Me- 
dicine and Surgery $139,300 and add it to supply. That is merely a 
transfer. So that in this instance we will be crediting this particular 
budget item. 

The $1,128,900, minus $139,300, comes down to $989,600. We think 
that should be added to the Department of Medicine and Surgery 
operating expense if we are going to maintain, as was intended by the 
House, the same program that they had in mind. 

Senator Maanuson. You will remember that we added the $10 
million on the floor last year. 
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Mr. Hietry. That is in this item, too. 

Senator Magnuson. It is in this item. 

Mr. Hietey. Yes. 

Senator Macnuson. And the amount for this year will be the same 
as the amount last year, but that includes the $10 million, does it not? 

Mr. Hiaetey. Yes, sir. 


FUNDS FOR RESEARCH 


Senator Magnuson. What is the amount for research now ? 

Mr. Hierey. We are asking that that be set at $10,344,000, because 
when the Senate stipulated $10 million for research, it was not then 
known that we would have to have $344,000 for these civil service 
retirement payments, in 1958. We are asking that the language be 
changed to include $10,344,000 for research, so that we will have a 
$10 million research program as you intended. 

Senator Maenuson. Yes, that is what we intended. 

Mr. Hietey. That is right. 

Senator Magnuson. And this is an added cost, is it not, of $344,000 
that is fixed upon you by this program ? 

Mr. Hictry. That is right. But we have to have that limitation 
raised in order to do the job. 

Senator Magnuson. To be able to do so, I should say. 

Mr. Hietey. Going back a bit, I would like to reiterate that the 
$989,600 was to correct the medical administration and miscellaneous 
operating expenses item so that 1958 will be at the 1957 level. 


PROGRESS REPORT ON RESEARCH PROGRAM 


Senator Macnuson. The committee would like to have some kind of 
progress report on the research program, because we did add this 
money. That can be submitted separately, but we would like to have it. 
I know that I, and also the Senator from Michigan would like to have 
a report, too, because we went in great detail last year into the problem 
in veterans’ hospitals as it relates to mental health and these other 
matters that we went into last year. 

Senator Porrer. Along that line, I have had some inquiries from 
Detroit. 

Senator Magnuson. I would include in that also neuropsychiatric 
cases. 

Senator Porrer. I have had some inquiries from Detroit about the 
wage scale or the pay scale for mental health doctors and psychiatrists 
and others that are needed. 

There is not sufficient remuneration there to attract the people that 
are needed. Would you care to comment on that ? 

Mr. Hictry. Yes. 

That is a subject that bothers us a great deal. But I would like to 
present Dr. Middleton, the Chief Medical Director of the Department 
of Medicine and Surgery, who, I am sure, will be glad to tell you what 
the problem is. 

VETERANS’ COMPENSATION AND PENSIONS 


Senator Rosrerrson. Mr. Chairman, before the witness resumes, I 
want to say I may not be able to be here later, and I am very much 
interested in a particular item because it 1s by far the largest. 
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I note that the House cut these independent offices budgets by nearly 
$517 million, and the agencies have requested restoration of about $280 
million, of which the Veterans’ Administration asked for restoration 
of something over $206 million. The actual restoration asked this 
morning is a little bit less than the formal statement figure. But the 
big item in the restoration asked by the Veterans’ Administration is 
for the compensation and pensions of veterans according to statutory 
law. 

I have looked at the House committee report and they said they were 
cutting that 5 percent. What I want to say is that there is always 
a chance for a 5 percent error in a figure of that size, but if it is not 
enough we will give it to them next year. 

I think we should have a full statement on the $149,500,000 that has 
been cut, to see whether or not they made that big a mistake. If 
they did, something is wrong with the way they figured it. 

If they have not made that big a mistake, on what they need for 
this program, our record should be very crystal clear that the House 
did not act on any of that testimony in cutting the figure, because the 
language I read in that report is: 





If at any time it becomes apparent that additional funds are needed, a supple- 
mental request can be submitted. 

We should have a pretty clear understanding, in view of this cutting 
program that has gotten so popular, as to what budgets are being cut 
with a view to a supplemental request and what budgets are being cut 
because they are unnecessarily high and wasteful. 

Senator Maenuson. That is Mr. Higley’s next item here, on page 5. 

Mr. Hictey. If you have no objection, I will move right on to that 
one. 

Senator Magnuson. Yes, go right ahead. 


FIveE PERCENT REDUCTION IN COMPENSATION AND PENSION APPROPRIATION 


Mr. Hiertry. Mr. Chairman, as the Senator just said, there is a 5 
percent cut in these amounts for compensation and pension, readjust- 
ment benefits, and military and naval insurance, national service life 
insurance, and the servicemen’s indemnity. 

The latter 3, the 3 insurance items, we are not protesting the cuts 
involved because we do have transfer authority. Of course, it is diffi- 
cult to predict just what our requirements will be. At any rate they 
will be relatively small. So we are accepting the reduction. 

But compensation and pensions were cut $149,500,000, and readjust- 
ment benefits were cut $41,473,000, or a total of $190,973,000. Those, 
as you mentioned, are contractual obligations. So it resolves itself 
to the guessing that has been done as to what the load will be. 

We think the best answer to the question you raised, Senator, is this: 
That what the House bill provides for 1958 is less than we have in 
that account for compensation and pensions for this fiscal year. 

And the trends are generally upward. 

Senator Roperrson. Each year the veterans are a year older and 
there is more disability occurring. 

Mr. Hiciey. That trend for the time being is going up. We feel 
very certain that our request for these funds is based on very sound 
reasoning, and, of course, the Bureau of the Budget too went over 
these figures very carefully and arrived at the same conclusion. 
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RESTORATION REQUESTED 


Now, it is true that if these are not put into the budget, and our pre- 
dictions are correct, we will have to come back for a supplemental ap- 
pepe: We would prefer not to do that, since 1 have always 
understood Congress would prefer to get away from supplemental 
requests. So, frankly, we are asking that you restore $190,973,000 
to the budget as an actual contractual need over which we do not have 
much control. 

Senator Roserrson. But the House seemed to think that the sup- 
plemental would be just as good a way of handling it as to put it all 
in now. If they want to make a good showing, we might want to 
make a good showing, too, if that isa good way to handle it. 

Mr. Hierry. Of course, it can be handled by a supplemental: there 
is no doubt about that. 

oneal SatronsTaLL. Mr, Chairman, may I ask a question at this 
point? 

Senator Macnuson. Yes, Senator Saltonstall, go right ahead. 


CONTRACTUAL OBLIGATION 


Senator Satronstatt. The amount in 1956 actually was $2,798 mil- 
lion. In 1957 the estimate was $2,907 million. You asked for $2,990 
million and the House cut you to $2,840 million. So the House has 
cut you, as you said, about $67 million below your actual estimated 
expenditures in this year; is that correct ? 

Mr. Hietey. $67 million below the appropriation for this year. 

Senator Satronstatu. And that is a contractuai obligation, is it not, 
Mr. Higley? 

Mr. Hietry. It is. It is something over which we have no control. 

Senator SatronstaLu. So the House says you are estimating $67 
million higher than is necessary; that is what they are saying. It is 
a guess as to whether you are right, or whether they are right; is not 
that about it ? 

Mr. Hictey. That is about right; yes, sir. 

Senator Satronstatu. Do you think they are wrong? 

Mr. Hierry. We think our figures are based on good experience. 

Senator Sarronstauu. That is a diplomatic answer. 

Mr. Hietey. We must remember that their cut is an arbitrary cut. 
It was not based on calculations, but it was just based on the fact that 
there might be a 5 percent error. 

Senator Sautronstatn. Mr. Higley, after making that statement, I 
would say you are a diplomat. 


MISCELLANEOUS OPERATING EXPENSES 


Senator Dirksen. I did not want to get away from your item there, 
the medical item, and then the miscellaneous operating expenses. You 
are asking for a partial restoration there of $989,600. 

Mr. Hierry. That is right. 

Senator Satronstati. You mentioned in your statement a number 
of items there that you say were not included in 1957. There is a re- 
tirement item of $793,000 plus and $344,000 for medical research. 

Mr. Hierry. No, there are two items that are getting mixed up 
here, I am sorry. The $793.00 is for the civil service, that is true. 
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The second item was $335,000 for printing costs, which are now being 
charged directly to each department so that we will have better con- 


trol of what is spent for printing. 
It is those two items which we want added. 
Senator Dirxsen. I read from your statement the following: 


This action disregards the fact that our 1958 budget request included $793,000 
plus for the retirement. * * *$344,000 for medical research. 


Mr. Hiciey. The $344,000 is a part of the $793,000 total. 





RETIREMENT CONTRIBUTIONS 


Senator Dirksen. Those are retirement allocations of $344,000 in 
that figure ¢ 

Mr. Hierxy. That is a splitup of the individual items totaling 
$793,900 for retirement payments. 

Senator Dirksen. I thought that was the total. 

Mr. Hieiry. No. 

Senator Dirksen. What are you asking for in that $989,600? 

Mr. Hietey. That will be what, Mr. Kelsey ? 

Mr. Kersey. That will be the total of the retirement contributions 
of $793,900, plus the $335,000 for the new printing charge, and with 
a reduction of $139,300 for the work which was transferred to the 
supply-depot operation. And that is asked for in another place. 

Senator Dmxsen. And that totals up to $989,600; is that correct ? 

Mr. Ketsry. $989,600. 

Senator Porrer. Would this keep your program the same as it is at 
the present time ? 

r. Hietey. That is the intent, I think, of the House committee, 
and that is our understanding. They cut back to the 1957 figure but 
forgot that these items were going to be added in 1958, regardless. 
So, if their intent was to operate at the 1957 level, they should have 
added this much to keep it at the same level. 

Senator SatronsraLu. That is a must, from your point of view, 
unless you want to cut back the program ? 

Mr. Hiciey. Yes. 

INPATIENT CARE 


Senator Dmxsen. Very well; then, I presume we can go to the next 
item, which is inpatient care. There you are asking for restoration. 

Mr. Hietey. They did not cut our appropriation for inpatient care. 

As you recall, we were talking about our request to raise the amount 
aveckthed for research from $10 million to $10,344,000, in order that 
we could include the civil service retirement payment. But this is 
merely a limitation figure which would permit us to operate, at the 1957 
level. That was what we were explaining a few minutes ago. 

There is one other item of a similar character, and that is that, 
when they set up a $10 million research budget, naturally, to make 
that work well, there is a very considerable amount of traveling in- 
volved. But the appropriation did not increase our travel allowance 
to reflect the additional travel that was going to be involved in this 
extended research program. 
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REQUEST FOR INCREASE IN TRAVEL LIMITATION 


So we are asking that the figure of travel limitation, $992,200, be 
increased to $1,100,000, or an increase of $107,800. We are not asking 
for additional money; we are merely asking that that limitation figure 
be increased so that we will have additional possibility of travel in 
order to effectuate the research program. 

Those are the two limitations, neither one of which, of course, in- 
volved money. 

The $10 million for the increase would be increased to $10,344,000. 
The travel allowance for the Department of Medicine and Surgery 
would be increased from $992,200 to $1,100,000. Those are the two 
limitation figures that we recommend should be changed. 

I am taking these in order, Senator Dirksen, with our reports, but 
I can take them in any order you choose. 


MAINTENANCE AND OPERATION OF SUPPLY DEPOTS 


The next one on the list is the maintenance and operation of supply 
depots. We asked for $1,940,000, and the House reduced this to 
$1,790,000. That is a reduction of $150,000 from our budget. 

In 1958, in the supply depots, we have civil service retirement pay- 
ments of $97,200 and we have a printing cost of $9,000. That is a 
part of the printing distribution we were talking about. And we are 
adding $139,300 for 24 employees which supply took from the De- 
partment of Medicine and Surgery. You will recall, we have credited 
it to the Department of Medicine and Surgery and we want to add 
it on to supply as a transfer. 

Senator Porrer. Why do you need the additional employees ? 

Mr. Hietry. It is a transfer of work from one department to an- 
other. It is the same 24 people. We are just going to pay it out of 
a different pocket. 

Senator Porrer. It is not a new function, is it? 

Mr. Hietry. It is nothing new. We are just putting it under 
“Supply.” 

Those three items total $245,500. The House increased the amount 
for 1958 by $162,000 over 1957. 

But these items, you see, total $245,500. We ask that you add 
$83,500, which is requested in order that we may operate at the 1957 
level. That still represents a cut of $66,500 from the figure we had 
in our budget. 

Now we only have three other items. Should I go right along with 
them ? 

Senator Dirksen. Did you say all you wanted to, Mr. Higley, about 
the “Comnensation and pensions” item ? 

Mr. Hrerry. On that we asked for the full restoration of 
$149,500,000. 


COMMENTS ON HOUSE ACTION 


Senator Dirksen. After examining the House report, I am won- 
dering what comment you may have to make on the action taken by 
the House. I think we ought to know. And we ought to know the 
reasons that impelled them to make that kind of cut. 
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Mr. Hiciey. If I understood Senator Saltonstall in the last com- 
ment he made, he said he did not think I was very diplomatic. I do 
not know what I should say now. 

Senator Dirksen. You can throw diplomacy to the wind when we 
are dealing with $149 million. 

Mr. Hiciry. It is $190,973,000 for 2 appropriations. We are asking 
that to be restored for the reason, Senator, that we are thoroughly con- 
vinced that our figure is realistic. 

It is true, however, that no one can actually tell. That is an ele- 
ment of trying to predict what is going to happen, but we have had 
some experience ; we think we are right. 

Furthermore, we think it points to the fact that this cut is unreal- 
istic, due to the fact that it is less than our present fiscal year budget 
and it just is not in the cards that it will go down next year. 

Senator Porrer. How did you make out last year with your estimate 
for this item and actual cost of the item ? 

Mr. Hieiry. Can you give that figure, Mr. Kelsey ? 

Mr. Keusry. We have roughly about 1 percent or a little over 1 
percent more money this fiscal year than we think we will need. 

Senator Porrer. In other words, your percentage of error the last 
time was only 1 percent ? 

Mr. Kersey. Roughly. 

Senator Porrer. And they are cutting this item by 5 percent? 

Mr. Kesey. Yes. 

Senator Dirksen. Do you think the House is on good ground in 
the statement they make there, that this could easily vary by 5 percent 
on the basis that your estimate may be required and it would easily 

vary by such amount ? 

Do you think that is a fair assumption on the part of the House 
Appropriations Committee ¢ 

Mr. Hiciry. We cannot agree that it is a fair assumption. 

Of course, we think our assumption and the figure that we presented 
is right. I think it is an interesting fact that we may be 1 percent 
off this year, although there is still almost a full quarter to go. 

Senator Porrer. Your past record is such, is it, that there is no 
indication that you would be 5 5 percent off ? 

Mr. Hiciry. There have been times when we made cuts and when 
we ended up we were wrong in the other direction because we actually 
needed more than we anticipated. 


NEED FOR SUPPLEMENTAL APPROPRIATIONS 


Senator SauronstaLL. There is no question but what, under the 
law, you would have to come back for a supplemental appropriation if 
you were wrong. 

Mr. Hietry. That is right. 

Senator SauronstaLy. And if the Congress is wrong you still have 
to come back for a supplemental if we estimated too little. 

Mr. Hictery. Yes. 

Mr. Ketsey. We would like to make it clear, Mr. Chairman, that 
this 1-percent figure that we have been talking about applies to com- 
pensation and pension. 

























) 
| 
| 








402 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


The very unusual fluctuations in educational load has caused us this 
yous to come back for a supplemental of $77 million. That program 

as been very difficult to estimate. 

The economic situation and other things have caused much greater 
numbers of Korean veterans to take training and educational work 
than we anticipated more than a year ago. So we would want to make 
it plain that our 1-percent record or experience does not apply to the 
readjustment benefits. 

Senator Magnuson. Do you know whether or not the main veterans’ 
organizations, which, of course, keep pretty close liaison with the 
Veterans’ Administration and with the Bureau of the Budget on these 
fixed amounts, have made any statements regarding this 5 percent ? 

_ Mr. Kersey. I do not recall seeing any statement by a service organ- 
ization. 

Senator Magnuson. Some of them are coming up this afternoon, I 
think, to speak about this particular item. 

Mr. Hictry. Frankly, I do not suppose anyone will get overly ex- 
cited. It is almost a case of whether it is to be put in the budget now 
or add it later. Sono one is going to fight much about this cut, since 
any deficit will come up as a supplemental. 


enator Magnuson. Will you proceed now to the next item, Mr. 
Higley ¢ 


REDUCTION OF GRANT TO HOSPITAL IN PHILIPPINE ISLANDS 


Mr. Hictry. There is an item of $250,000 cut in the grant to the 
Philippines for our operation of the hospital over there. You will 
recall] that that was set up and was given to the Philippines by the 83d 
Congress. 

The law, which is Public Law 421, set up a schedule of amounts that 
we would make available for taking care of the service-connected veter- 
ans in the Philippines in that hospital. 

The stipulated amount in that bill for the fiscal year 1958 is $1,750,- 
000, and, of course, we put that amount in our request. 

If we proceed during 1958 somewhat along the same lines as for this 
year $2 million is not unrealistic as a year’s cost. 

The amount scheduled for this year in Public Law 421 is only 
$1,750,000. Our costs were $2 million in the fiscal year 1956 and in 
the first 7 months of this year, we have spent $1,007,000. So we 
think that the full $1,750,000 should be left in this grants-in-aid to 
the Philippines for this year. Therefore, to accomplish that and to 
make it abide by Public Law 421, it would need the restoration of 
$250,000 in that item. 

Senator Magnuson. That case would be similar, would it not, to 
the others where you would have to come back because you are re- 
quired by law to make these payments ? 

Mr. Hictey. It would not quite be the same, Senator. 

Senator Maencson. Would it not ? 

Mr. Hictey. We just would not have the money, and we would have 
to reduce payments. I suppose we could come back for supplemental 
appropriations. 

Mr. Kexsey. I think we probably could do that, but it would be 
undesirable because the bills would be held up for that period of time. 

Mr. Hietey. Of course, what we would have to do is to prorate the 
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$1,500,000 over the 12 months and cut down to that level. We do not 


spend money straight through. We would have to try to live within 
the $1,500,000, I think. 





CONSTRUCTION 


Senator Magnuson. We will take a look at that item. 

The next item is construction, I believe. 

Mr. Hictey. In construction there is a cut of 15 percent of the 
es that was in our budget, which amounts to a cut of $7.5 
million. 


Senator Magnuson. Is the request $50 million on construction ? 

Mr. Hictey. That is right. 

They cut it 15 percent, which is $7.5 million. They indicate that 
this could be saved by eliminating, I think 
Did they use the word “gingerbread” ? 

Mr. Kersey. Yes. 

Mr. Hictey. They claimed that the costs are not realistic. 

That is one field in which we have been working very strenuously 
with not only our hospital board that is studying these costs and 
trying to reduce them just as much as possible, but also, of course, the 
Bureau of the Budget studied them similarly. 

We believe that our $50-million program for next year is not only 
a good one but we are not throwing any money away; it will be well 
spent. 

In order that you might see what is involved, we included in our 
statement here what we intended to do with the $50 million all the 
way down the line. 


We will abide by whatever is decided as to the amount that we 
should spend. 


Senator Magnuson. In case the House figure should stand, what 
would be cut out ? 


Mr. Hictey. We would have to analyze every one of these items to 
see what there is that can be cut. 

Senator Magnuson. Would there be anything at Bedford, Mass., 
or Walla Walla? 

Mr. Hietey. I do not want to be undiplomatic at this point. 

Senator Satronsrauu. Iam glad Mr. Higley added that. 

Mr. Hiciey. We would have to try to see what we could do. We 
have to take items in their entirety. We cannot start out on a project 
without knowing where we are going. 

Whether that would be just one item or whether it would be a com- 
bination of 3 or 4 I do not know. We have not made that study be- 
cause, frankly, we are asking that the funds be restored. 

Senator Macnuson. You do have consolidation of regional office 


buildings with hospitals. There is an item that could be spread in 
that. That is$4 million. 


Mr. Hicerzy. That is true, sir. 

That is a program that we think is paying excellent dividends. 

Senator Magnuson. Your biggest item is Jackson, Miss. Would 
that be cut out? 

Mr. Hietry. Those are replacement hospitals. 

I cannot categorically tell you just what would be cut out, sir. 

Senator SauronstaLL. Mr. Chairman, would the Senator yield? 

Senator Maanuson. Yes. 
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Senator SarronstaLi. Would it not be helpful if Mr. Higley came 
forward and gave to the committee, before the hearings are concluded 
and the final report is made, the order of priority that he would prefer 
to have us cut out, together with the House items / 


CORRESPONDENCE 


Senator Magnuson. Yes. 

Now, we have a letter here from three Congressmen regarding this 
appropriation, and we will hear from them later, and we have another 
one from the Disabled American Veterans that we will put into the 
record. 

(The letter referred to follows:) 

DISABLED AMERICAN VETERANS, 


NATIONAL SERVICE HEADQUARTERS, 


Washington, D. C., March 27, 1957. 
Hon. Cari HAYDEN, 


United States Senate, Washington, D. C. 


DeEAR SENATOR HAYDEN: In his appropriation estimate for the fiscal year end- 
ing June 30, 1958, the Administrator of Veterans’ Affairs requested $114,516,000 
to replace veterans’ hospitals now located at Washington, D. C.; Oakland, Calif. ; 
Nashville, Tenn.; Jackson, Miss., and Cleveland, Ohio. All of the hospitals re- 
ferred to are old buildings and for that reason the cost per patient is greatly 


in excess of patient care in new, modern hospital construction. All are fire 
hazards. 


The estimate has been reduced to $50 million and that amount has been 
earmarked for the replacement of hospitals in Nashville, Tenn., and Jackson, 
Miss. The Disabled American Veterans is very anxious to secure congressional 
approval of the entire amount requested in the estimate of the Veterans’ Ad- 
ministration. We hope your committee will recognize the need for replacement 
of all of the institutions referred to in this letter. 


Very sincerely, 


O. W. CLARK, 
Director of Legislation. 


LIST OF PRIORITIES FOR CONSTRUCTION 


Senator Macnuson. Of course, they are assuming that if we accept 
the House figure, that the item they are interested in would be the 
one that would be cut out. So I think we ought to have, as the Sena- 
tor from Massachusetts suggested, a priority so that we will know 
where we are. 

Senator Sauronsrauy. That is correct. 

Let me present to you some assumptions, Mr. Higley, and then give 
me an answer as to what you would do under those assumptions. 

Assume your construction costs are cut down by $10 million, cut 
down to $40 million. Then assume that they are cut down by $7.5 mil- 
lion, and then make the assumption that they are cut down by $5 
million, and then by $2,500,000. What would be the priorities? What 
would be the first thing cut out on each of those? 

If you can answer that for us, we would have a pretty good idea 
as to where we are going. 

Mr. Hictry. We will attempt to do that. 

Senator Macnuson. Am I to understand that the list of priorities 
you have here on page 7 of your statement is not necessarily the correct 
order of priority ? 

Mr. Ketsey. No. 

Mr. Hietry. We would like to have that understood, sir. 

(The information referred to follows :) 
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406 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


(The following letter was later received :) 


VETERANS’ ADMINISTRATION, April 18, 1954. 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 


My Dear SENATOR MAaGnuson: With reference to Mr. Earl Cooper’s inquiry to- 
day regarding Senator Young’s proposal for additional personnel quarters at the 
Veterans’ Administration Hospital, Fargo, N. Dak., you are advised that we do 
not plan additional quarters at this location and that the 1958 appropriation re- 
quest does not include funds for this purpose. 

Although there are a varying number of quarters at older installations, our 
current policy is to provide only five sets of quarters at each location. Con- 
struction of a manager’s quarters and 2 duplex buildings providing 4 sets of addi- 
tional quarters was completed at Fargo in 1955. 

Sincerely yours, 
H. V. Hietey, Administrator. 


REPLACEMENT OF AUTOMOBILES 


Senator Magnuson. Your next item then is “Replacement of auto- 
mobiles.” 

Mr. Hietey. Yes. We put in our request. 

There are 148 cars that we have had over 6 years or that have 
traveled over 60,000 miles, and we have been told that it is proper that 
a car should be replaced on that basis. We are willing to be guided by 
the decision because, of course, everybody knows that cars can be 
driven additional years. 

I would like to comment on one statement that “GSA is handling all 
this now.” 

I will agree that that is true to some extent, and we are cooperating 
with GSA every where where they are set up and to the extent that they 
can take care of us. But we have to cover all the locations of our 
hospitals in the 24-hour service that we have. 

There are many places where GSA just does not touch us, where 
they are not prepared to do anything for us. So we are continuing as 
we always have. 

Senator Macnuson. Generally speaking, your hospitals are always 
filled, are they not ? 

Mr. Hietey. Weare running about 90 percent occupancy. 

Senator Maanuson. We will go into that later. 


MAJor ALTERATIONS, IMPROVEMENTS AND REPAIRS 


ae Hietry. There is just one other small item, just as a matter of 
record. 

Under the “Major alterations, improvements, and repairs” program 
the cut is $226,000, which was again a 10-percent cut. In that par- 
ticular field, in every project which we start on we must have all the 
money. We are not allowed to get into any project piecemeal. 

We are not protesting that cut. It is a fact that we, of course, will 
do our work to the extent of the money we have. It is one of those 
areas where we naturally see many places that need repair, replace- 
ment and so forth. 

We can envision a very important expenditure in many places. 
However, if we do not have that much money, we will spend all we 
have as judiciously as possible. And, admittedly, if some of the items 
are not taken care of they perhaps can go on without any serious dam- 
age to anyone. 
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Those are all the items that I have listed here to comment on, Sen- 
ator Magnuson. 
Senator Maenuson. Are there any questions? 
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REDUCTION IN COMPENSATION AND PENSION ITEM 






Senator Dirksen. No, Mr. Chairman. 
But, Mr. Higley, I might say it is my opinion we are going to have 
to come to grips with this 5-percent reduction in the compensation and 
| pension item. 

I notice on page 231 of the House hearings you inserted a table 
showing the 1956 actual, the 1957 estimate, and the 1958 estimate. As 
an example, take the compensation of Spanish-American War veter- 
ans where there is a reduction of $80,000 between 1957 and 1958. 

The print there is so small and the lighting here is so bad that I 
have a difficult time of seeing it. 

Then on the Spanish-American War dependents I think there is a 
drop of $30,000. So it goes on down. 

Some of those show increases, and some show decreases. 

I think you ought to take that table and break down every one of 
those items under “Compensation and pension,” and assign the reason 
for your estimate as to why it is lower or higher. 

It sems to me there ought to be some logical basis for it either in 
terms of experience or the kind of attrition that you would normally 
expect, or on the basis of medical evidence, or at least something that 
you can get your teeth into. 

That has to be better than a guess because I do not believe you can sell 

a guess. If you try to present a guess, the House will say “Our guess 
is just as good as yours.” 
| We have no answer to that. 

The foundation for that was made. 

Senator Magnuson. As the Senator from Illinois points out, when 
we go to conference we have no answers if we do not have some break- 
down. 

Senator Dirksen. If I say it is going to rain tomorrow, that is either 
a sheer guess or I can call up the Weather Bureau or the newspapers 
or something. But we have to assign some kind of reason for this. 

Your breakdown of figures is all set forth there, but that does not 
mean much to us particularly unless we have some reason for it. 

Do you expect that many people to drop off in a given period? 
Does your estimate stack up with past experience? What is the total 
of the number of people involved? And can you tell us every other 
| thing that will throw a little light on it? 

Mr. Hieiey. We will get you some information. 
Senator Dir«sen. I think you ought to break down every one of 
| 


those items in those categories. 

Mr. Hiciry. We should be able to give you exactly that. 

I think a curve would show it better than anything else. 

Mr. Ketsey. We can show the figures. 

Certainly it is not on the basis of just the percentage; it is on 
the basis of experience in each group, the age groups. 

Mr. Hietey. We will furnish that. Will that go right into this 
record ? 

Senator Magnuson. Yes; we will leave the record open for you. 
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(The information referred to follows :) 


VETERANS’ ADMINISTRATION 
COMPENSATION AND PENSIONS APPROPRIATION 


Justification of request for restoration of $149,500,000. 

The compensation and pension requirements have steadily increased since 
1919 from a total expenditure of $233,460,635 to $2,797,006,657 in fiscal year 1956. 
There follows a summary of cases and expenditures from fiscal year 1951 through 
fiscal year 1956, and in addition an estimate for fiscal year 1957 and fiscal year 
1958, showing percent increase: 

















| | i ; ef? 
Fiscal | Average | Total expend- | Percent Fiscal | Average | Total expend- | Percent 
year | cases | itures | increase | year | cases itures increase 
} | i | 
=e . |- —] te Sar" re erm 
Wisc 55 5... | 3,054,255 | $2,171, 172, 166 a eee 1955........| 3,475, 206 | 2, 681, 726, 077 8.1 
1952_......._| 3,123,120 2, 180, 268, 787 4 1956 .___- cal 3, 525, 828 | 2, 797, (05, 657 4.3 
1953........| 3, 252,(08 | 2,419, 245,173 11.0 19057_....... | 1} 3, 623, 724 2, 896, C0", 0°O 3.5 
1954__......| 3,366, £68 | 2, 481, 503, 017 2.6 een “| 1 3,718, 405 3, 003, 609, 000 3.7 
| 1 
1 Estimated. 


The fiscal year 1958 appropriation request of $2,990 million, which was based 
on an anticipated carryover from fiscal year 1957 of around $13 million, was 
reduced by the House Appropriation Committee by 5 percent to a total of 
$2,840,500,000. This reduction has the effect of providing $66,500,000 less for 
fiseal year 1958 than will be expended for fiscal year year 1957, even in view of a 
steadily increasing cost from year to year as reflected above. 

The following detailed table broken between compensation and pension re- 
flects the estimated changes by periods of service from fiscal year 1957 to fiscal 
year 1958. From this chart, it can readily be seen which categories are increas- 
ing or decreasing trendwise. The substantial increasing roll is World War I 
pension cases as reflected in the chart. The average age of World War I vet- 
erans in civil life as of June 30, 1956, is 62.3 years. Due to this advanced age, it 
is expected that the pension rolls as covered by this appropriation will steadily 
increase. 
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READJUSTMENT BENEFITS APPROPRIATION 
Justification of request for restoration of $41,473,000. 


The readjustment benefits appropriation covers items of cost, statutory in 
nature, which are beyond the control of the Veterans’ Administration. Items 
covered are education and training, special assistance to disabled veterans, loan 
guaranty claims, property acquisitions, and housing grants to seriously disabled 
veterans. There follows a summary of the actual requirements for fiscal year 
1956 and an estimate for fiscal year 1957 and fiscal year 1958 by major category: 


Actual fiscal | Estimated Estimated 
year 1956 — _ fiscal year 


Education and training: 





Average number trainees, all laws_.......-....----.------- 629, 700 610, 000 582, 200 
Total cost............-.-...--------.----------..--.-------] $777, 525, 343 |'$799, 662,000 | $765, 461, 000 
Average cost per trainee, all Jaws_._....-.-...-------.-...- $1, 234. 76 $1, 310. 92 $1, 314. 77 
Loan guaranty: 
Interest gratuities._..........-...-..-.. bac tehes dcboaued SE NE Loe ncbestases besa 
Number of payments---------- sesalivasies at iienig eootialghien Ridetambeie LT iced eciaenniitenolien ta as 
Average cost per payment_-........-- egeniah smitten RE Tein: sncenaiiin dt cami naeined ia 
COPREED WONG Since kon Face susie nae mith bas abo otha othidak sie $6, 183, 318 $6, 722, 000 $7, 608, 000 
IEURIDG CARINII, ohn concen cts qesnn—sby See 5, 659 6, 150 6, 961 
Average cost per payment... ........-. 2. 00 0cn--- nee $1, 092. 65 $1, 093. 00 $1, 093. 00 
Loans and property acquired... -........-....-....-.-..-...- $33,711,106 | $46, 056, 000 $52, 981, 000 
FORO Gr CII satan do sanineeonnmedagthousatan 4, 329 5, 483 6, 250 
Average cost per acquisition.................--..-.-...... $7, 787. 27 $8, 477. 00 $8, 477. 00 
ee ee ee ee $3, 897, 000 $3, 410, 000 
ORO OF SING E ieh co cwenpuiedanon <td Gnecseeenehibames 451 400 
Avelege cost per Gree. 52k de 22h TLL $9, 742. 97 $9, 743. 00 $9, 743. 00 
Total cost readjustment benefits appropriation .......-_- $821, 981, 636 | $856, 337,000 | $829, 460, 000 





1 Includes proposed supplemental! of $77 million. 


It can be noted by the above that the major cost under this appropriation is 
attributable to education and training. The average number of trainees, all 
laws, was 629,700 for fiscal year 1956, compared with an estimate of 610,000 for 
fiscal year 1957, and 582,200 for fiscal year 1958. The appropriation request to 
the Congress of $829,460,000 is $26,877,000 less than the amount which will be 
expended in fiscal year 1957, which was attributable primarily to the decrease 
in training load of 27,800 between the 2 years. The House Appropriations Com- 
mittee reduced the fiscal year 1958 request by $41,473,000. The appropriation 
allowance by the House committee of $787,987,000 will support an average train- 
ing load of around 550,000, as compared with our present projection of 582,200 
for fiscal year 1958. 

In support of the present VA projection of training load, there follows a de- 
tailed distribution of trainees by month for fiscal year 1957 as compared with 
fiscal year 1958: 


Total average trainees—all laws 








| 
Fiscal year Fiscal year Fiscal year | Fiscal year 
1957 1958 1957 1958 

eee ae 392, 498 379,245 || Febrvary.._______- 756, 892 722, 047 
Mbiesancaces coe 400, 418 380, 397 |. ee 800, 220 763, 209 
August ; ee 283, 850 oN CS Sa 828, 065 736, 662 
September aa 363, 135 347,978 || May....__. 3 710, 439 674, 909 
Qi sn bibene dances 709, 409 Se AP Rs codtires denied aba 379, 245 363. 283 
November-__..---- | 782, 452 746, 339 -—---—- | ——-- -— — 
December -_-- oibit 785, 552 749, 274 Fiseal year av- 





FRUIT Sn an nccencnnins | 737, 924 704, 028 CN es 610, 000 582, 000 


Note.—For fiscal year 1957, figures shown from June 1956 through February 1957 are actuals. 


If the House of Representatives’ reduction is sustained, a substantial supple- 
mental appropriation in fiscal year 1958 will be required. 

Senator Dirksen. As a matter of fact, I think you ought to supply 
additional copies of that to every member of the subcommittee without 
delay, so that we will have some time to go into it. That would be 
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true, also, of your other item, of readjustment benefits, where you had 
a cut of $41 million. ’ 

Senator Macnuson. Are there any further questions ¢ 

Thank you very much, gentlemen. 

Mr. Hictey. Thank you, Senator. 

Senator Magnuson. The committee will recess until 2 o'clock, 
which time we will have outside witnesses. 

(Whereupon, at 12: 10 p. m., the committee was recessed, to be recon- 
vened at 2 p. m., the same day.) 


APTER RECESS—2 P. M. 
VETERANS’ ADMINISTRATION 
VETERANS HOSPITAL, FARGO, N. DAK. 


STATEMENT OF HON. MILTON R. YOUNG, A UNITED STATES 
SENATOR FROM THE STATE OF NORTH DAKOTA 


ADDITIONAL HOUSING FOR DOCTORS 


Senator Magnuson. The committee will come to order. 

We have scheduled outside witnesses today on the independent 
offices appropriations bill. There are quite a few, so that we will 
hurry along and see if we cannot finish this afternoon. 

Senator Young, I believe you have an item which you want to dis- 
cuss with the committee. Is that correct ! 

Senator Youne. Thank you, Mr. Chairman. I have really two. 
First, I would like to file a statement with the committee in support 
of additional doctors’ housing at the veterans’ hospital at Fargo, 
N. Dak. 

Some of the doctors stationed there are housed in temporary con- 
struction that was built early in World War II, a tvpe of building 
that never should have been built in a climate such as we have. 

It is just about as dilapidated a type of Government structure as 
I have noticed in any of my travels throughout the world. 

I believe, if the Congress authorizes the construction of any new 
housing, that they ought to give top priority to this problem. 

We have quite a problem, as you know—keeping doctors there. If 
we can provide facilities and housing for them, it helps a lot. Sony 
of the doctors there now are only staying because they are hopeful 
some new housing may be made available for them. 

I would like to file the statement for the record. 

Senator Magnuson. Yes. 

May I suggest that the committee inform the Veterans’ Administra- 
tion of this, because they are going to submit a revised list of hospitals 
since the House cut them $7,500,000 from their $50 million. Tf you 
will notify them that we have an interest in this, we will see where 
they will place it in the priority 


PREPARED STATEMENT 


The statement will be placed in the record in full. 
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(The statement referred to follows :) 


Mr. Chairman, I appreciate very much the courtesy the committee has extended 
to me this afternoon in allowing me to appear before you with respect to a small 
but critical problem which faces us in North Dakota at this time. I would like 
to review the situation for you briefly, and I shall keep my remarks as short as 
possible as I know you have a great many items to consider. 

Proper staffing of the Veterans’ Administration hospital at Fargo, N. Dak., 
has been presenting a serious problem because of the difficulty in obtaining the 
necessary medical personnel. There have been a number of doctors visiting this 
station who were obviously impressed with the surgical and medical facilities 
available at the hospital and who expressed an interest in being associated with 
it. However, their interest immediately diminished when they were shown the 
living quarters that would be available to them—outmoded, dilapidated, quonset- 
type huts. These huts have deteriorated to the point where they should be 
immediately replaced with housing facilities meeting at least minimum require- 
ments. 

At the present time there are five doctors living in these temporary quarters, 
and all of them have repeatedly expressed their disappointment with their living 
accommodations. If promises had not been made to them that efforts would be 
made to correct the situation, a majority of them would have resigned. 

This hospital is located in the north central part of the United States in an 
area where there is a definite shortage of medical personnel. If it is to be 
properly staffed, it is absolutely essential that adequate housing be available 
on the reservation. Many young doctors have no desire to spend $14,000 or 
$15,000 for a place to live, not Knowing how long they may be located in North 
Dakota. 

The hospital at Fargo is splendidly located to serve not only North Dakota 
but also the 15 counties in the Ninth Congressional District of northwestern 
Minnesota. In 1948 this hospital had an average daily patient load of ap- 
proximately 250. In 1954 the average daily patient load had dropped to 95. 
This low average daily patient load was due entirely to a shortage of doctors. 
The patient load has been steadily increasing from an average daily patient load 
of 98 in 1954 to 118 in 1955, 149 in 1956, to the present 177. There is a waiting 
list of 70 surgical and 28 general medical patients. 

In addition to doctors, there are key nursing personnel and an anesthetist living 
in these temporary quarters. They must be readily available for emergency 
situations. In the past, when winter weather conditions have been severe, the 
personnel on the station have been of inestimable value to the operation and 
maintenance of the service in the hospital. At the present time the hospital is 
short one surgeon, and now faces the additional loss of a doctor from medical 
service on July 15. 

I have made a personal investigation of this hospital and am convinced that 
it is one of the finest Veterans’ Administration hospitals in the country. The 
personnel, from the manager on down, are doing an excellent job in serving the 
veterans of North Dakota and Minnesota. 

At the present time there are temporary quarters on the station which pro- 
vide housing for 14 families. These quarters were constructed during 1948 under 
a plan which provided they would be in use for 3 years. That was 9 years ago, 
and the quarters now are in deplorable condition. The floor joists and sub- 
flooring are rotting away. In one instance, part of a floor actually gave way. 
Most of the windows and doors need to be replaced because of moisture leaks. 

Mr. Chairman, I respectfully urge this committee to give serious consideration 
to providing adequate housing at this station. The station is in need of 3 du- 
plexes for the housing of doctors and a building with 6 units for the housing of 
staff nurses. 

There are two possible locations for additional housing on the station. These 
are shown as areas A and B on this chart, which I would like to make a part 
of the record. Area A is directly north of the present permanent housing and 
in the area where the temporary quarters are presently located. Area B is 
southwest of the hospital proper and, from a standpoint of appearance, arrange- 
ment, and accessibility, is far more desirable than area A. 

Mr. Chairman, with your permission, I would like to include for the record 
an exhibition showing cost estimates for permanent quarters at this Veterans’ 
Administration center. 

The estimated total cost of constructing the buildings with eprages at Ineation 
A would be $238,350, while total cost for the same buildings at location B would 
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be $329,700. The extra costs at location B are due to greater expense in provid- 
ing plumbing, heating, electrical lines, telephones, fire-alarm system, grading, 
landscaping, and additional roads. 

It is my belief that the Veterans’ Administration hospital at Fargo is one of 
the finest Government institutions in the country. It is efficiently operated and 
provides badly needed services for veterans of a 2-State area. For the record, 
I would like to state that in World War I, World War II, and the Korean war 
the percentage of battle casualties occurring among young men of this area was 
very high. Surely these veterans are entitled to the finest of medical attention 
and facilities. The chances of retaining qualified medical personnel will be 
greatly enhanced if the committee sees fit to approve permanent housing. 

Mr. Chairman, I would like again to urge as strongly as I can that this com- 
mittee give serious consideration to my request. I thank you again for being 
allowed the privilege of appearing before you. 
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Cost estimates for permanent quarters, VA Center, Fargo, N. Dak. 


GOON COT (Bilin kh eacendS etn tt eceeth intents $90, 000 
Serene Griese: 63 nk ats irene hl ht akc hentia 40, 000 
PEs RU IS SIOUI) isi = cscs ected hice Saigshs KesnbienininidSaadatiebbailen 55, 000 

OOM leh 8 iit abd he babi aie eee 185, 000 


Location A | Location B 


Utility lines: 





IN NN i a talk tated $20, 000 $50, 000 
Tee 5, 000 35, 000 
6 RR EAE SR Ma RR SEARS gl 3 GREET OTE SAE ER EY 1,000 2, 000 
NE, 6h 2 ol Sein decease debt ttt tsa. niall 500 2, 500 
CON ck. 83 505s cx hia b= dbs oethanckeooth phntwcbedtenine =ppieb 2, 500 7, 500 
Rn oa lacie erehelieme od | 1, £00 3, 000 
ema El ER Sh el SEE OLS Eh BE AN et les C8 eh el AA 5, 000 15, 000 
RY PRS AMET Lis TOC ENT TITHE SLY WRITE Te eS 1 6, 500 214 000 
SIT Acta 8 aiaincain id thins a lidin daeadl ccasdee teas Ala ades bide ehoreel-luaiee-aiarewrnaneanaerd | 42, 000 129, 000 
Total Architects’ Project 
fees total 

meena ms peewee Ab. Soe. ie a, aed $227, 000 $11, 350 $238, 350 
Ue Ob MINE Tis 6 5 3 aicceireisdnnndh dc Gcbowewebdsteendics 314, 000 15, 700 329, 700 





1 6-car capacity. 
2 12-car capacity. 
























INDEPENDENT OFFICES APPROPRIATIONS, 1958 415 


} 
| 
| 
| 
| 
i 






; ¢ sfe3 z 

py He i 
2 13.24, $,f89%2%: 
# dis aeeiFi | ei 
sai: sd lal z 
nai €6 Go COSARSEBTS RE < 
> 








> ‘. . 
z 4 r 
z ' 
.f 43 : 
a3 Ww é i 
ge P| & &: ‘ 
33 wi Eso 
<3 cnt ~Ge ? 
3 See j 
hl gx 
ee oa 
, a3 
/ « 
ea goa 
2 /: a's 
Oise. Ig 
yELS S 
: zit oO : ks 
é [33 “abet tA . 
é sullipiesenilteenpclpaapsce badass teaceediag ating UIE dake 
2 “wet a? avow Asunes baci car si 
te ; : 
| 
| | 3 | 
' oe 
te mee -— wo... 








GENERAL SERVICES ADMINISTRATION 


STATEMENT OF ALAN W. CAMPBELL, MAYOR, DUNSEITH, N. DAK. 


PEACE GARDEN BORDER STATION, DUNSEITH, N. DAK. 


Senator Youne. Mr. Chairman, the other item concerns a proposed 
immigration building on the boundary north of Dunseith, N. Dak., to 
be located in the International Peace Garden. This is a beautiful 
project which has been carried on for a great many years by the Cana- 
dian and American Governments, together with the local people in the 
counties and States of the United States and in the provinces in 
Canada. 

Our first witness, Mr. Chairman, is Mayor Alan W. Campbell, of 
Dunseith, N. Dak., where the present station is located. 

Senator Magnuson. Mr. Campbell, we will be glad to hear from you. 


90699— 57-— 27 
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Mr. Campsetz. Thank you, Mr. Chairman. 

My name is Alan W. Campbell, and my home is in Dunseith, N. Dak. 
I am the mayor of that city, and actively engaged in the operation of 
a general banking business which has been carried on by my family 


for many years. 
CUSTOMS-IMMIGRATION OFFICE 


I appear in support of Senator Young’s bill, S. 1691, providing for 
an appropriation of $290,000 for the construction of a new customs- 
immigration office on Government-owned land in the International 
Peace Garden at the Canadian border north of Dunseith. Such new 
_ office would replace the building used for that purpose in my city, 
‘ which is totally inadequate. 

‘ Dunseith is located 13 miles south of the boundary. It is now the 
ort of entry for all traffic entering the United States through the 
eace Garden, where Manitoba Highway 10 connects with North 

Dakota Highway 3. 

The present building was built as.a tourist court many years ago. 
With the exception of the office, it is occupied by several families. It 
lacks adequate plumbing and heating systems, and is not adapted to - 
the business for which it is used. 

Because it is located such a long distance from the border, there are 
- many routes the public could use to avoid passing the office, which is 
‘ not identified by anything but a small inconspicuous sign attached to 
the front of the building. Many looking for the office fail to see it, 
_ and find it only after making inquiry. Others simply continue on their ° 
~ way without checking through. 

Senator Youne. Mr. Chairman, I think there was a statement by 
the Department before this committee a short while ago which corrob- 
orated the statement of Mr. Campbell, that the housing facilities are 
very inadequate, and that many tourists do not even find the customs 
building in Dunseith. 

Mr. Campsett. Such failure, of course, leads to additional work for 
the busy officials, as well as embarrassment and expense to the visitors 
who must return to register. A station located at the border near the 
Canadian facility would obviate this inconvenience and embarrass- 
ment. 


CANADIAN BORDER STATION 


Canada, in 1955, constructed a new and modern border station con- 
sisting of a handsome office building, warehouse, and five staff resi- 
dences at the terminus of Manitoba Highway 10 in the Peace Garden. 
This facility is in full keeping and harmony with the natural beauty 
and magnificence of the formal garden area. I am informed by those 
who should know that the facility cost in excess of $400,000, and was 
constructed with a view to accommodate the greatly increased traffic 
anticipated in the future. 


INCREASE IN CUSTOMS COLLECTIONS 


By way of comparison, it is pointed out that customs collections at 
Dunseith in fiscal year 1956 were three times as great as for the pre- 
vious year. Up to this time in fiscal 1957 they are considerably greater 
than for last year. 
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A suitable site for a new customs-immigration facility in the Peace 
Garden was made available without cost to the Government in 1934. 
According to my information, the title to this was approved by the 
Justice Department in 1941. This site, with such enlargement. or 
modification as may be required, continues to remain available. The 
Federal budget for fiscal 1958 contained and recommended an estimate 
of $60,000 for a new border station in the Peace Garden to replace the 
Dunseith office. The House, however, denied funds therefor, along 
with 15 other stations. 

The estimate for the proposed Peace Garden facility was only 
$31,000 for the office, and $29,000 for 2 cottages. 

It is my opinion, as well as the considered opinion of municipal 
officials, chauthels of commerce, outstanding businessmen, and civic 
leaders in the area, that an appropriate and adequate office building 
alone could not be built for less than about $300,000. Station person- 
nel now live in Dunseith, and, for the time being at least, could con- 
tinue to reside there unless funds for their housing at the border were 
also provided. 

Senator Macnuson. Is that a 24-hour station? 

Senator Youne. It is, for part of the year. 

Senator Magnuson. It does not operate 24 hours in the winter? 

Mr. Campse... It is a 24-hour station for 3 months in the summer- 
time, Mr. Chairman. 

It is felt by those of us who for a long time have been close to the 
matter, that an office at the Canadian boundary near its counterpart 
should match it both in size and attractiveness. Not only that, but 
it should uncompromisingly fit into and harmonize with the beautiful 
surroundings of the formal area astride the international border. 
Anything less would detract from the natural grandeur of the garden 
development. 

DESCRIPTION OF INTERNATIONAL PEACE GARDEN 


The International Peace Garden, to which I have made frequent 
reference, is the world’s one and only such area dedicated to peace. 
This living garden of flowers, shrubs, and trees symbolizes the more 
than 145 years of peace and friendship between 2 great nations. It 
is a challenging ideal to the countries of the world. 

Located midway between the Atlantic and the Pacific, it is also 
but a few miles from the geographical center of the North American 
Continent. It lies atop the Turtle Mountains in Manitoba and North 
Dakota, covering 1,451 acres provided by the Province of Manitoba 
and 888 acres provided by the State of North Dakota. 

Conceived by a Canadian gardener and author, and sponsored by 
the National Association of Gardeners, the garden was dedicated in 
July, 1932, with a crowd estimated in excess of 50,000 people. The 
master plan for the formal area was prepared by the National Park 
Service in collaboration with our State historical society and the 
National Park Service of Canada. 

Principal improvements completed consist of eight formal panels, 
an information center, a cairn, an auditorium, cabins, picnic grounds 
with shelters and kitchens, employees’ housing, roads, trails, drives 
and a beautiful lake. 
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The entire porslepuene is maintained from funds appropriated by 
Manitoba and North Dakota, and contributions from municipalities, 
organizations, business firms and individuals. 

I would like to have inserted in the record, as a part of my statement, 
a resolution adopted by the Dunseith City Council October 3, 1955, 
urging the relocation and early construction of a new customs and 
immigration facility in the Peace Garden area. 


Mr. Chairman, I am grateful for this opportunity to present the 


views of myself and my community on this matter, and respectfully 
solicit your favorable consideration. 
Thank you. 


Senator Macnuson. Thank you, Mr. Campbell. 


RESOLUTION 


We will put the resolution in the record in full. 
(The resolution referred to follows :) 


Adopted by City Council of Dunseith, N. Dak., October 3, 1955, urging the reloca- 
tion and early construction of new customs and immigration facilities for the 
Dunseith, N. Dak., port of entry 


Whereas international travel is an effective means for developing and main- 
taining good will, understanding and friendly relations between nations; and 

Whereas the peoples of the United States and Canada have for over a century 
enjoyed the most cordial relationship under a minimum of regulations; and 

Whereas adequate customs and immigration faciilties, properly located, fully 
staffed and well organized, greatly contribute to the comfort and convenience of 
travelers passing through ports of entry, promote increased travel, aid in detect- 
ing duty evasion and unlawful entry, and in general make for a better and im- 
proved enforcement of applicable laws, rules and regulations ; and 

Whereas the building occupied by the United States Customs and Immigration 
Services at the Dunseith, N. Dak., port of entry are inconveniently located 13 
miles south of the international boundary, woefully inadequate, deteriorated 
and unsanitary, dilapidated and unsafe, and actually a disgrace to the Service 
and our Nation; and 

Whereas Canada has recenty built handsome and commodious customs and 
immigration offices, a warehouse and five staff residences immediately north of 
the United States border and adjacent to the Canadian section of the Interna- 
tional Peace Garden on Manitoba Highway No. 10, which facilities were formally 
dedicated September 10, 1955; and 

Whereas in order to best serve the touring public, the facilities for the Dun- 
seith, N. Dak., port of entry ought to be located immediately south of the Cana- 
dian border, near Canada’s new quarters and adjacent to the United States sec- 
tion of the International Peace Garden on North Dakota Highway No. 3 (which 
meets Manitoba Highway No. 10 at the international boundary and continues 
into Canada) ; Now, therefore, be it 

Resolved by the city council of the city of Dunseith, Rolette County, N. Dak., in 
regular meeting, October 3, 1955, That the members of the North Dakota delega- 
tion in Congress be, and they are hereby, respectfully requested and petitioned 
to urge and prevail upon the Bureau of Customs, Immigration and Naturalization 
Service, Treasury and Justice Departments, and the Bureau of the Budget to 
prompetly develop, approve and recommend appropriation estimates for the next 
fiscal year for the planning, designing and construction of adequate and suitable 
Customs and immigration facilities for the Dunseith, N. Dak., port of entry at the 
Canadian border, near Canada’s new offices, adjacent to the United States section 
of the International Peace Garden on North Dakota Highway No. 3; and be it 
further 

Resolved, That copies of this resolution be mailed, to the President, Secretaries 
of the Treasury and Justice Departments, Commissioner of Bureau of Customs, 
Commissioner of Immigration and Naturalization Service, Director of Bureau of 
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the Budget, congressional committees on public works and on appropriations, 
Senators William: Langer and Milton R. Young, and Representatives Usher L. 
Burdick and Otto Krueger. 


HOUSE COMMENT 


Senator Magnuson. I note, Senator Young, that the House says 
that— 


The bill contains $2,125,000 for construction of 5 border stations for customs- 
immigration where present border station facilities are totally inadequate. In 
reducing the estimate by $375,000 the committee believes all 5 buildings can be 
constructed within the amount provided. 

Is this included in that amount ? 

Senator Youna. No, it is not. They struck out five of these new 
buildings on the North Dakota-Canadian border. Each of them 
would have cost $60,000. The items were in the Treasury bill. 

Mr. Chairman, I hope that a new building can be constructed in the 
Peace Garden, which would be somewhat comparable in size and 
beauty to that of the Canadian Government. 

The Canadian and United States Governments have spent more than 
$3 million in improving the park. It isa beautiful area. 

As you note in the picture, the Canadians have put up a beautiful 
building. I do not think that we need one as elaborate as that, but 
we ought to have something comparable. 

Senator Magnuson. There is a great variance between the two 
facilities. 

Senator Youne. Yes. Ours is an old shack and it is located a 
long way from the border. 

Senator Magnuson. I was trying to get for the record whether or 
not the Dunseith building was included in the five about which the 
House spoke. 

Senator Youna. No, it was not. 

Senator Magnuson. So that this would be an item included in the 
budget but cut out generally. Is that correct ? 

Senator Youne. That is right. 

Senator Maenuson. It was in the budget estimate when it came 
down. 

Senator Younc. It was in the budget estimate for the Treasury 
Department. 

Senator Magnuson. Did that include the Grand Forks Station 
also? 

Senator Youne. No, it did not. 

Senator Magnuson. You have some other witnesses. 

Senator Younc. We have a very short statement from the former 
mayor of Dunseith, Mr. Shelver. 


STATEMENT OF GLEN D. SHELVER, DUNSEITH, N. DAK. 


SUPPORT FOR NEW CUSTOMS-IMMIGRATION BUILDING 


Senator Macnvuson. Mr. Shelver, we would be glad to hear from 
you. 

Mr. Suetver. Mr. Chairman, I am Glen D. Shelver of Dunseith, 
N. Dak., where for 12 years I served as mayor and 22 years as a mem- 
ber of city council. I am a pharmacist presently engaged in the 
operation of my own drugstore. 
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I was a resident of Dunseith when the Customs and Immigration 
Services established the port of entry there, and wish to confirm the 
statement presented by our Mayor Campbell. 

Thank you, Mr. Chairman, for allowing me this time and for your 


consideration of the matter of a new border station in the Peace 
Garden area. 


Senator Magnuson. Mr. Shelver, we have been glad to have had 
you here on this matter. 


Mr. Fredrickson, I believe you have a statement? 


STATEMENT OF FRED J. FREDRICKSON, GREATER NORTH DAKOTA 
ASSOCIATION 


SUPPORT FOR BORDER STATION BUILDING 


Mr. Freprickson. My name is Fred J. Fredrickson, and I represent 
the Greater North Dakota Association, which is the State chamber of 
commerce. 


I wish to associate myself with the statements of Mayor Campbell 
in his presentation in support of an appropriation for the construction 
of a new border station in the Peace Garden area north of Dunseith, 


N. Dak. 


RESOLUTION 


As a part of my statement I ask that a resolution adopted by the 
organization I represent, on November 29, 1955, favoring this facility, 
be incorporated in the record. 

Senator Macnuson. We will put that in the record in full. 

(The resolution referred to follows :) 


RESOLUTION OF GREATER NorRTH DAKoTA ASSOCIATION URGING THE RELOCATION 
AND EARLY CONSTRUCTION OF NEW CUSTOMS AND IMMIGRATION FACILITIES AT 
THE DUNSEITH, N. DAK., Port OF ENTRY 


Whereas international travel is an effective means for developing and main- 
taining good will, understanding, and friendly relations between nations; and 

Whereas the peoples of the United States and Canada have for over a century 
enjoyed the most cordial relationship under a minimum of regulations and 
restrictions; and 

Whereas adequate customs and immigration facilities, properly located, fully 
staffed and well organized, greatly contribute to the comfort and convenience 
of travelers passing through ports of entry, promote increased travel, aid in 
detecting duty evasion and unlawful entry, and in general make for a better 
and improved enforcement of applicable laws, rules, and regulations; and 

Whereas the building occupied by the United States Customs and Immigration 
Services at the Dunseith, N. Dak., port of entry is inconveniently located 13 
miles south of the international boundary, woefully inadequate, deteriorated 
and unsanitary, dilapidated and unsafe, and actually a disgrace to the services 
and our Nation; and 

Whereas Canada has recently built handsome and commodious customs and 
immigration offices, a warehouse, and five staff residences immediately north 
of the United States border and adjacent to the Canadian section of the Inter- 
national Peace Garden on Manitoba Highway No. 10, which facilities were 
formally dedicated on September 10, 1955; and 

Whereas, in order to best serve the touring public, the facilities for the Dun- 
seith, N. Dak., port of entry ought to be located immediately south of the 
Canadian border, near Canada’s new quarters and adjacent to the United States 
section of the International Peace Garden on North Dakota Highway No. 3 
(which meets Manitoba Highway No. 10 at the international boundary and 
continues into Canada) : Now therefore, be it 
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Resolved by the board of directors of the Greater North Dakota Association, 
North Dakota State Chamber of Commerce, in annual meeting in the city of 
Bismarck, N. Dak., November 28-29, 1955, That the North Dakota congressional 
delegation be, and each and all of them are hereby, respectfully requested, peti- 
tioned and urged to prevail upon the Bureau of Customs, Immigration and Nat- 
uralization Service, Treasury and Justice Departments, and the Bureau of 
the Budget to promptly develop, approve and recommend appropriation esti- 
mates for the next fiscal year for the planning, designing and construction of 
adequate and suitable customs and immigration facilities for the Dunseith, 
N. Dak., port of entry at the Canadian border, near Canada’s new offices, adja- 
cent to the United States section of the International Peace Garden on North 
Dakota Highway No. 3; and, be it further 

Resolved, That copies hereof be mailed to the President, Secretaries of the 
Treasury and Justice Departments, Commissioner of the Bureau of Customs, 
Commissioner of Immigration and Naturalization Service, Director of the 
Bureau. of the Budget, congressional Committees on Public Works and on 
Appropriations, Senators William Langer and Milton R. Young, and Representa- 
tives Usher L. Burdick and Otto Krueger. 


ATTITUDE OF GSA ON DUNSEITH BORDER STATION 


Senator Magnuson. When the witnesses for the General Services 
Administration were here, the Senator from California—Senator 
Knowland—was presiding. The chairman could not be here that day. 

Senator Knowland discussed the matter and had the General Serv- 
ices Administration look it up, and he put in the record the reply from 
the General Services Administration which was furnished later, I 
presume. Itsays: 


The General Services Administration is now reviewing with both Immigration 
and Naturalization Service and the Bureau of Customs, the most critical require- 
ments for replacement of existing inadequate facilities and new urgently needed 
facilities. The two locations, Dunseith and Grand Forks, N. Dak., are both 
under consideration for a later date. 


Senator Youna. I appreciate the questions asked. 

Senator Macnuson. [I assume that they would be in favor of it. 

Senator Youna. I doubt that the Dunseith building should be post- 
poned any longer. Too, there is great need for the rest of the stations. 

I want to thank you, Mr. Chairman. 


TELEGRAMS 


May I ask that the telegrams be placed in the record. 
Senator Magnuson. They may be put into the record. 
(The telegrams referred to follow :) 
GRAND Forks, N. Dak. 
Hon. Mitton R. Youna, 
Senator from North Dakota, 
Senate Building, Washington, D. C.: 


The Grand Forks Chamber of Commerce wholeheartedly support your bill, S. 
1692, providing an appropriation of $85,000 for new border patrol sector for head- 
quarters of Immigration Service in Grand Forks, including land, furnishings and 
equipment. Many sites acceptable to Immigration Service are available in Grand 
Forks and have already been inspected by St. Paul area representatives. Present 
border patrol headquarters are inconvenient and wholly inadequate for the con- 
stantly increasing work and demands upon the headquarters. Please assure 
Congress and the Immigration Service of our desire to cooperate in any way 
possible. 

Regards. 

GorDON CALDIS, 
President, Grand Forks Chamber of Commerce. 
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GRAND Forks, N. Dax. 
Hon. MILTon R. Youne, 


Senator from North Dakota, 
Senate Building, Washington, D. C.: 


The municipality of Grand Forks, N. Dak., wholeheartedly support your bill, 
S. 1692, providing appropriation of $85,000 for border patrol sector headquarters 
of Immigration Service in our city, including land, furnishings and equipment. 
Many desirable sites are available in and near Grand Forks. Present head- 
quarters are inconvenient, inadequate for the constantly increasing work. Please 
assure Congress and the Immigration Service of our full cooperation. 

Regards. 

Oscar LUNSETH, 
Mayor, City of Grand Forks, N. Dak. 


Ruesy, N. Dak. 
Senator MILTon Younse, 


Washington, D. C.: 


Kindly use your best efforts to secure the $290,000 appropriation for the 
customs building at Peace Garden. The buildings are badly needed. 


Ruespy CHAMBER OF COMMERCE, 
A. F. GRONVOLD, President. 


PREPARED STATEMENT 


Senator Youna. May I file an additional statement in support of 
the Grand Forks station ? 

Senator Magnuson. Yes. 

(The statement referred to follows :) 


Mr. Chairman, I appreciate very much the opportunity of making a few brief 
remarks concerning the status of the border patrol sector headquarters at Grand 
Forks, N. Dak. The existing headquarters of the Immigration and Naturaliza- 
tion Service there are entirely inadequate and most inconvenient. The office 
rooms of the headquarters are located on an upper floor of the post office build- 
ing in the downtown area. However, the communications section including the 
radio transmitter tower, transmitting and receiving facilities, the garage, repair 
shop, parking area, and related facilities are located a mile or more from the 
main office. They are crowded into a small, irregular lot adjacent to a railroad 
right-of-way. Not only is the communications section without the minimum sani- 
tary facilities, but there is no room available for expansion. The uptown office 
also has no expansion potential as far as space requirements are concerned. 

It is the sentiment of the border patrol, in which I concur, that all of its 
operations at Grand Forks should be consolidated in one location. Several accept- 
able sites, providing all necessary facilities, are available in or near Grank 
Forks. A location along a principal highway would be desirable and is available. 

Senate bill 1692, which I introduced, would authorize an appropriation of 
$85,000 for a new headquarters. This sum would include land acquisition, office 
furnishings, and equipment and would enable the headquarters to attain its much 
desired consolidation. 

Mr. Chairman, in my view, this year would be an extremely opportune time 
to provide funds for the selection and acquisition of a suitable site at a reason- 
able cost. Because of the construction of an Air Force base nearby later acquisi- 
tion may present a problem of rising costs and other complications. With your 
permission I would like to present for inclusion in the record, telegrams support- 
ing this proposal from Hon. Oscar Lunseth, mayor of the city of Grand Forks, 
and Gordon Caldis, president of the Grand Forks Chamber of Commerce. 
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VETERANS’ ADMINISTRATION 


STATEMENT OF T. 0. KRAABEL, DIRECTOR, NATIONAL REHABILI- 
TATION COMMISSION, THE AMERICAN LEGION 


VETERANS HOSPITAL, FARGO, N. DAK. 


Senator Youna. Could we have a short statement from Mr. T. O. 
Kraabel with reference to the doctor’s housing matter ? 

Mr. Kraaset. Thank you, Mr. Chairman and Senator Young. 

I am very pleased to support the Senator’s presentation for adequate 
doctors’ housing at the Veterans’ Administration Hospital at Fargo. 
They have gone along for many years with inadequate housing, and 
have suffered because doctors are not attracted to come there, and, after 
they come, to stay. 

We had our own Dr. Shapiro, the senior medical consultant of our 
staff, visit there during this last year. He also finds that the housing is 
entirely inadequate for professional people or any people. 

We need to have our professional people stay there. It is a great 
country, but it has severe weather conditions at certain times of the 
year, and inadequate housing is quite a handicap. 

We certainly support the Senator from our State in asking for 
consideration for adequate housing,for the doctors. 

Senator Magnuson. The chairman is familiar with those weather 
conditions. 

I want to say to you and to Senator Young that the Veterans’ Ad- 
ministration asked for $50 million, which the budget gave them, and 
then they listed the projects that they could take care of within the 
$50 million. But the House cut them $7.5 million, so that we made 
inquiry as to whether or not the $7.5 million would allow a spread 
through these facilities or what they are to cut out. They are to bring 
that information back to us. 

I think that the Fargo project is not included here. We had better 
inform the Veterans’ Administration that, in their list of priorities, 
they should tell us about the major alterations and improvements in 
the Fargo installation. 

Senator Youne. You recall, Mr. Chairman, that you played a 
major part in helping to keep open the hospital at Minot. Your com- 
mittee provided housing there. We have had no trouble there since 
then. 


GENERAL Services ADMINISTRATION 


STATEMENT OF RICHARD J. SULLIVAN, CHIEF COUNSEL, HOUSE 
PUBLIC WORKS COMMITTEE, REPRESENTING HON. CHARLES A. 
BUCKLEY, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
OF NEW YORK 


FRANCONIA WAREHOUSE 


Senator Maanuson. Mr. Sullivan, you are here representing Mr. 
Buckley. We will be glad to hear from you. 

I understand that you are appearing here in regard to the Franconia 
warehouse. Is that correct? 

Mr. Svctuivan. My name is Richard J. Sullivan, chief counsel for 
the House Public Works Committee. I appear here today represent- 
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ing Mr. Charles A. Buckley, chairman of the House Public Works 
Committee. 

Mr. Buckley wishes to express his regret and to thank you for 
the opportunity of presenting a statement here. He wishes me to 
advise you that he wholeheartedly endorses the statements made by 
Mr. Paul R. Russell, president of the board of trustees of the Park 
Avenue Methodist Church, New York. 


ParK AVENUE METHODIST CHURCH, NEw York, N. Y. 


STATEMENT OF PAUL R. RUSSELL, PRESIDENT, BOARD 
OF TRUSTEES 


FRANCONIA WAREHOUSE 


Senator Magnuson. Mr. Russell, we will be glad to hear from you. 

Mr. Russett. Mr. Chairman, I appear here as president of the 
board of trustees, Park Avenue Methodist Church, New York City, 
owner of the warehouse at Franconia, Va., now leased to the Federal 
Government. 

Incidentally, probably the paper clips and paper that you get here 
come in from that warehouse. It takes care of all the warehousing 
for the Government agencies in and around the District of Columbia. 
It is located 13 miles out on the Shirley Highway. 

Senator Macnuson. How did the church acquire this warehouse? 
Was it a gift? 

Mr. Russet. This was purchased by the church in 1954. That 
will come out in the statement. 

Senator Magnuson. All right. 

Mr. Russexu. H. R. 6070 provides an appropriation of $739,000 for 
payment of principal, interest, and taxes under contracts entered 
into pursuant to the Public Buildings Purchase Contract Act of 1954, 
including payments for the building at Franconia. 

We are opposed to this provision in the bill. We learned about 
this provision when the appropriation bill was reported to the House. 
As you know, money bills for the various Government agencies are 
reported one day to the House and taken up almost immediately on 
the floor. We did not know that GSA had reached any decision 
relative to a purchase contract for the Franconia building until we 
heard of the House committee’s report through Chairman Buckley 
of the House Committee on Public Works. 

These are the facts in regard to this project : 


PRESENT STATUS OF PROJECT 


The warehouse was built to Government specifications in 1953 and 
has been occupied by General Services Administration since about 
November of that year. There are 2 buildings with floor space ag- 
gregating 1,250,000 square feet. 

GSA/’s present 5-year lease expires on December 31, 1958, but there 
are renewal options for successive 5-year periods at declining rentals 
for an additional 45 years. 

The property was acquired under a contract dated April 30, 1954, 
not only for the benefit of the purchasing church but also for the bene- 
fit of the Methodist Church generally in the New York area. 
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CHURCH INVESTMENT 


Senator Macnuson. I wanted the record to show that. The church 
bought this as an investment ? 


Mr. Russetu. The church has this as an investment. 

Senator Macnuson. The church does that outside of its own build- 
ings for church use ? 

Mr. Russexx. This is the second time we have done anything like 
that. We had done something like that just once before when we had 
a property on Park Avenue. 

The church’s attitude toward lease-purchase: It is in the church’s 
interest to continue to lease the warehouse to the Government. The 
church’s contract with the former owner of the property provides that 
most of the income from the property will be paid to such former 
owner until 1979, at which time the church will own the property 
free and clear. Thus, sale of the property prior to 1979 Wilf depeiee 
the church of an investment worth perhaps $4 million (after depre- 
ciation) in 1979. ‘The former owner would be entitled to the greater 
part of the annual payments received even though they should consti- 
tute installments of the purchase price. 

Senator Macnuson. Whois the former owner ? 

Mr. Russet. Parr Warehouse Co.; it is a corporation in California. 

Senator Maenvson. It isa corporation ? 

Mr. Russeiz. Yes. 

The church’s board of trustees, which has authority in these mat- 
ters, has not participated in any negotiations with GSA, and has not 
authorized anyone to act for it relative to the sale of the property or 
renewal of the lease. The authority of the church’s agent, J. J. Har- 
rington & Co., Chicago, IIL, is limited to the management of the prop- 
erty. We understand that some informal discussions may have oc- 
curred between our managing agent and GSA, but the owner under- 
stood that these discussions were merely exploratory. 

Incidentally, the General Services Administration has a copy of 
that agreement between the church and the managing agents. 


HOUSE COMMITTEE COMMENT 


Mistaken assumption of Committee on Appropriations, House Re- 
port No. 197, page 6: In the House report it is stated, with reference 
to the Franconia warehouse and another property in Portland, Oreg. : 


the latter two buildings are already constructed and occupied by the Government 
under rental arrangements which have lease-purchase clauses in the present 


contracts. 

The lease between the former owner of the property and the Gov- 
ernment, which was made on August 14, 1952, does not refer to lease- 
purchase, but does contain the following general provision 

Senator Maenuson. For the record, as I recall, [ think we passed 
the lease-purchase bill, which is now in operation, after 1952. I think 
Congress passed that in 1954. 

Mr. Sutuivan. I think that is correct, sir. 
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CONTRACT PROVISION 


Mr. Russet. I will read the language from the contract: 


During the term of this lease and any extension thereof, the Government shall 
have the option to purchase the leased premises, including the underlying land, 
if owned in fee, at a price to be mutually agreed upon and in accordance with 
any applicable Federal statutes in effect now or hereafter during the term of 
this lease or any renewal thereof. 

When the property was acquired in 1954, those representing the church 
did not construe this language as implying lease-purchase. 


30-YEAR LEASING AUTHORITY 


H. R. 6130 and 8. 1754 (grant of 30-year leasing authority to GSA 
Administrator): On March 14, 1957, GSA Administrator Franklin 
G. Floete wrote to Vice President Nixon and Speaker Rayburn urg- 
ing legislation giving the GSA Administrator the same 30-year leas- 
ing authority now vested in the Postmaster General. 

By request, H. R. 6130 was introduced by Congressman Dawson 
of Illinois to give the Administrator such authority, and a companion 
bill, S. 1754, was introduced by Senator McClellan. This legislation, 
if enacted, should make it possible to reach an agreement fair both to 
the Government and to the church as to the amount of rent which 
would be fair and reasonable to both parties. 

I might add that the 30-year leasing authority enjoyed by the 
Post Office Department is used extensively, and it seems only fair 
that the same privilege be granted to GSA. We are very much in 
favor of S. 1754 now before the Senate Committee on Government 
Operations. 

Senator Magnuson. What would be your reason for being inter- 
ested in that? I am assuming that reason for interest in that legisla- 
tion would be that, instead of having the lease renewable every 5 
years, he would have authority to make a long-term lease which would 
cover the period of time until the church acquires the property. 

Mr. Russet. The Government and the church would not be limited 
to the next 5 years. And probably, as now happens, as I understand 
in the Postmaster General’s negotiations, you would be able to enter 
into net leases whereby the tenant pays the expenses so that the owner 
of the property gets, in effect, inte rest on his investment. 

Senator Maenuson. The present authority in the lease-purchase bill 
is pretty broad. Some of us opposed the bill, including myself, on 
the grounds that everything is going to cost twice as much, which has 
been shown to be true to date. 

We wanted more direct Federal appropriations rather than this ar- 
rangement. But it is the law and it is logical that, if it applies to 
the Postmaster General, the General Services Administration has just 
as much right to have that authority because they are dealing with 
Government real property all the time. 

Mr. Russet. | would think, :representing the owners of the prop- 
erty, that we would be inclined to do a whole lot better on a 25- or 
30-year lease than we would on a 5-year lease. 
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SAVING UNDER LEASE-PURCHASE 


Reported saving under lease-purchase as compared with rental costs: 
In House Report 197, page 6, it is stated, with reference to the Fran- 
conia, Va.,and Portland, Oreg., properties: 

By purchasing the buildings now it is estimated that the Government will spend 
$217,000 less in 1958 as compared with rental costs that would otherwise be 
required. 

Senator Maegnuson. Let me ask this question. I am asking it 
about this particular thing because this may be a precedent established 
here on other buildings leased by the Government. 

In the provisions of the original contract you contend not to construe 
the language as implying a lease-purchase, but that that provision in 
the contract says only that the Government shall have an option to 
purchase the leased premises. Do you contend that that was a direct 
out-and-out purchase ? 

Mr. Russe.u. Well, a deal of this kind, when you get into all of the 
fine print of these leases, you scan those things and read them with your 
own mind, interpreting them one way or the other. I did not at that 
time interpret that this meant lease-purchase. I do not say technically 
that it would not. 


INTERPRETATION OF GOVERNMENT OPTION 


Denstor Macnvuson. What did you interpret the Government option 
to mean 

Mr. Russetu. If I looked at it at all I would assume that the Gov- 
ernment, having negotiated a long-term lease for 50 years and having 
set the price, 1 assumed that they would continue to exercise those 
elections and options. I did not give a lot of thought to that as a 
matter of fact. 

Senator Maenuson. But both parties agreed to an option to pur- 
chase the premises? 

Mr. Russett. We do not deny that the option is there. I am merely 
explaining what our attitude was toward it. It did not alarm us at 
the time. 

I am not contending that the Government does not have the power 
to do these things. I am trying to explain the attitude of the church 
toward the transaction. 

Coming to this reported saving of $217,000, needless to say, the 
church stands ready to negotiate all apereesies adjustments to the 
existing lease to the end that its terms and the rent payable thereunder 
shall be fair. Such negotiations should be had, in my opinion, before 
any final decision is reached relative to the savings from lease-purchase 
as compared with straight rental costs. 

It seems obvious that the payments under a lease-purchase contract 
involving the acquisition of title to the property will be greater than 
the payments required on a straight rental basis, since the lease-pur- 
chase payments must be large enough to compensate the owner for 
the loss of its fee. 

The Government can undoubtedly compel the sale to it, by con- 
demnation or otherwise, of any property which is necessary to the per- 
formance of its essential functions irrespective of the clause in the 
lease quoted above. Nevetheless, those acting for the church naturally 
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assumed that the terms of the existing lease, carefully worked out to 
cover consecutive 5-year periods for a total of 50 years and relating to 
Leos. ia built to the Government’s own specifications, was fair and 
reasonable to both parties and likely to be continued. 


WAREHOUSE BUILT FOR RENTING TO GOVERNMENT 


Senator Macnuson. Was this warehouse built for the sole purpose 
of renting it to the Government ? 

Mr. Russewu. Yes. 

Senator Maenuson. Some contractor or corporation went out and 
found that the Government needed some warehousing, and built it 
for that sole purpose, knowing that they had a customer or hoping 
that ‘e: had a customer ? 

Mr. Russetx. That is right. The special occasions were there. 
They built it to the Government’s specifications for warehousing. 
The Government’s warehousing was scattered. 

Senator Macnuson. Do you know why the Government did not 
build it itself ? 

Mr. Russexu. They did not have the money. 

Senator Macnuson. Do you want me to read you the figures of the 
General Services Administration here ? 

Mr. Russet. I don’t know the answers to all of those questions. I 
know that at the time they were getting these things done they were 
putting them out on lease and spreading it over a long period, and 
that sort of thing. 

Senator Macnuson. So that the taxpayer will postpone the evil day 
and spread it a little more, and pay more in the long run. In any 
event, that is not the fault of the church. 

Mr. Russeii. That is water overthedam. That is right. 

Continuing, irrespective of the Government’s power, the result of 
a sale of the property at this time will be to deprive the church of a 
valuable investment the income from which is needed for the work of 
the Methodist Church in New York City and vicinity. 


PROPOSED AMENDMENT 


As the representative of the Park Avenue Methodist Church, owner 
of the Franconia warehouse building, I would like to suggest an 
amendment to H. R. 6070, as follows: Page 10, line 15, strike 
“$1,331,100” and insert “$592,010.” The effect of this amendment 
would be to strike out the funds pertaining to the Franconia project. 

We submit that this amendment should be approved in order to give 
the owners of this project an opportunity to discuss fully with GSA 
any proposals they may have with respect to the building. 

We feel that the action contemplated by this bill with respect to 
the Franconia warehouse was planned without our knowledge or con- 
sent and that Congress should give us the opportunity to investigate 
it fully before authorizing it. The church will be very grateful for 
any consideration you may give to this request. 

Off the record, I would like to add 1 or 2 observations which will 
take but a moment. 

(Discussion off the record.) 
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Senator Maanuson. I appreciate the fact that the circumstances 
here are a little different, but, of course, if the church is going into the 
commercial real-estate market, they will have to go on the same basis 
as everyone else. 

I want to ask whether, if we took out Franconia, that would in any 
way affect the GSA’s plan to proceed at Rock Island and Portland. 

Mr. Russet. No; they are not tied together in any way. 

Senator Maenuson. Do you know whether the owners are in favor 
of this in those situations ? 

Mr. Russet. I do not know. 

Mr. Sutxiivan. I donot know. 

We think this is unique. 

Senator Magnuson. We willask GSA. 

Thank you very much. 

Mr. Russexz. ‘Thank you very much for your courtesy. 

Mr. Sutxivan. Thank you, Senator. 


LETTER FROM CONGRESSMAN BUCKLEY 


(The following letter was later received :) 


House OF REPRESENTATIVES, 
COMMITTEE ON PUBLIC WorKS, 
Washington, D. C., April 16, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, United States Senate, 
Washington, D. C. 


DeaR SENATOR: I am sorry I was unable to appear before your subcommittee 
on Friday, April 12, when Mr. Paul Russell, of New York City, proposed an amend- 
ment to the independent offices appropriation bill concerning the GSA warehouse 
at Franconia, Va. 

Due to a prior commitment, I was unable to stay over for the 2 p. m. meeting, 
which originally had been scheduled for 10 a. m. 

I shall be very grateful, and will consider it a personal favor, if your subcom- 
mittee will adopt the amendment proposed by Mr. Russell, which would have the 
effect of striking out the funds proposed to be appropriated for the Franconia 
building as a lease-purchase contract. This would afford the Park Avenue Meth- 
odist Church, owners of the building, an opportunity to discuss with GSA the 
effect of a lease-purchase contract on their financial commitments, an opportunity 
which they have not had to date. 

I appreciate very much your courtesies to Mr. Russell and the sympathetic con- 
sideration which I am sure you will give to his problem. 

With warm personal regards, 

Sincerely yours, 
CHARLES A. BUCKLEY, 
Member of Congress, Chairman. 


(GSA later supplied the following statement for the record :) 


Acquisition of Franconia Warehouse by lease-purchase was approved by the 
Public Works Committees in July 1956. On March 8, 1957, GSA notified Mr. 
Russell of the Government’s desire to exercise the option contained in the lease 
to acquire the property under the lease-purchase act. Mr. Russell acknowledged 
this on March 18, 1957. 

GSA operating expenses appropriations contain no funds for rental of Fran- 
conia in fiscal 1958. If rental is continued, additional funds are needed as 
follows: Operating expenses, NARS, $69,000; operating expenses, PBS, $128,000 ; 
and expenses, supply distribution, $633,000. Also, other agencies would reim- 
burse GSA $110,000 for using part of the space. Thus, total cost to Government 
under rental for 1958 would be $930,000 as compared to $739,000 under proposed 
lease-purchase contract. 
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VETERANS’ ADMINISTRATION 
HOSPITAL CONSTRUCTION FUNDS 


STATEMENT OF HON. JOHN F. BALDWIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


LETTER TO THE SUBCOMMITTEE 


Senator Macnuson. We will hear next from Congressman Baldwin. 
We will put your letter in the record in full. 
(The letter referred to follows:) 


HOovusE OF REPRESENTATIVES, 


Washington, D. C., February 28, 1957. 
Hon. Cart HAYDEN, 


Chairman, Appropriations Committee of the Senate, 
Senate Office Building, Washington, D.C. 


DreAR SENATOR HAYDEN: We, the undersigned, are greatly concerned to find 
that the Veterans’ Administration this year requested funds for the construction 
of 5 previously authorized veterans’ hospitals to replace the present inadequate 
hospitals at Washington, D. C., Cleveland, Ohio, Oakland, Calif., Jackson, Miss., 
and Nashville, Tenn., but that the Budget Bureau reduced the requested appro- 
priation for this purpose from $114,516,000 to $50 million, and in this process, 
eliminated construction funds for the new hospitals to replace the Veterans’ 
Administration hospitals at Washington, Cleveland, and Oakland. We feel 
that this was a most unfortunate action, as these new hospitals are badly needed 
in all five instances. 

We, the undersigned, should like to request the opportunity to appear before 
your Subcommittee on the Independent Offices Appropriation Bill to discuss 


this matter. Will you kindly notify us of the date and time that can be set for 
this hearing? 


Sincerely yours, 


Frances P. Botton, M. C., 
22d District, Ohio. 
DeWitt S. Hype, M. C., 
Siath District, Maryland, 
JoHN F. Batpwin, M. C., 
Sigth District, California. 











INDEPENDENT OFFICES APPROPRIATIONS, 1958 431 


LETTER FROM CONGRESSWOMAN BOLTON 


Representative Batpwin. Congresswoman Bolton was unable to 
come. We request that her letter be included after our testimony. 

Senator Magnuson. That may be done. 

(The letter referred to follows :) 


STATEMENT BY Hon. Frances P. Botton (REPUBLICAN, OF OHIO) PRESENTED TO 
SENATE APPROPRIATIONS COMMITTEE ON VA HospPiTaAL CONSTRUCTION FUNDS, 
APRIL 12, 1957 


Mr. Chairman, members of the committee, thank you for giving me this op- 
portunity to present a statement along with my colleagues, Representatives 
Baldwin and Hyde, on the subject of Veterans’ Administration Hospital Con- 
struction Funds. 

The Veterans’ Administration has advised that they decided to drop the re- 
quest for construction money for the Cleveland, Oakland, and Washington VA 
Hospitals for the coming fiscal year in order to cooperate with the administration 
in its policy of trying to check inflation. While I am very much in sympathy 
with the President’s desire to hold down inflation, it seems to me there should 
be a very firm assurance that the construction money for these hospitals will be 
forthcoming next year when it is needed. Otherwise the preliminary planning, 
ete., will be completed, and there will be a delay in construction of the hospitals 
urgently needed for the care of our veterans. 

The thought has also occurred to me, Mr. Chairman, that it might be wise to 
allocate the funds requested this year for the Jackson and Nashville hospitals 
among all 5 hospitals, in view of the fact that all of this money most likely will 
not be spent on these 2 hospitals in the coming fiscal year. By taking this 
action, the budget would not be increased and all five hospitals would have assur- 
ance of having some construction funds, and so be able to start building. 

Thank you for what I know will be your most thoughtful and earnest consid- 
eration of this matter. 


REPLACEMENT HOSPITALS 


Representative Batpwin. We are here to discuss the problem facing 
three VA hosiptals at the present time. Those are the replacement 
hospitals to replace the present VA hospital in Washington, D. C., the 
replacement hospital to replace the present hospital in Cleveland, 
Ohio, and the replacement hospital to replace the present VA hospital 
at Oakland, Calif. 

Senator Macnuson. Your letter talks about five hospitals. 

Representative Batpwin. The other two hospitals are Jackson and 
Nashville, which are in the budget. 

Senator Maanuson. They are in the bill? 


90600— 57 -—28 
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Representative Batpwtn. They are in the bill. 

Senator Macnuson. You are discussing three others? 
Representative Batpwrtn. Yes, sir. 

Mr. Chairman, the Veterans’ Administration this year submitted a 
request for funds of $114 million to the Bureau of the Budget. That 
—— have included the construction funds for all five of these hos- 
pitals. 

The Budget Bureau cut that. $114 million to $50 million, and, in the 
process of doing so, they cut out the funds for construction for Wash- 
ington, Cleveland, and Oakland, and just left Jackson and Nashville. 

Now I was present at the Veterans’ Affairs Committee in the House 
of Representatives when the VA witnesses came before that commit- 
tee to discuss VA hospital construction generally, and a questicn was 
asked as to the status of the designs and plans and specifications for all 
five of these hospitals. i 

Colonel Edgar, the Assistant Administrator for Construction, said 
that the designs and specifications of all five hospitals were at the 
same stage, and he said that they would take about a year before they 
would be ready to call for bids, which means next spring. 

In 1958 all five hospitals would be ready for a call for bids. 

Colonel Edgar stated that it would take approximately 214 years 
to build them. 


ALLOCATION OF FUNDS TO FIVE HOSPITALS REQUESTED 


What we would like to advocate is that the funds that are ap- 
propriated be allocated between all five hospitals instead of just the 
hospitals at Jackson and Nashville because, under the present budget 
request, the allocation of funds for the Jackson and Nashville hos- 
pitals are the full amount required for construction over 214 years 
beginning in the spring of 1958. 

Senator Maanuson. Nashville is $10,453,000, and Jackson, Miss., is 
$11,558,000. 

Representative Batpwtn. That is right, and it will take 214 years of 
construction beginning in the spring of 1958 to construct those 2 hos- 
pitals, which means a large portion of those funds that you have just 
quoted will not be used in the fiscal year 1958. 

Now what we would like to propose is that the funds be allocated 
to all 5 of these hospitals which all will be ready for calls for bids 
in the spring of 1958 so that the calls for bids can be issued for all 5, 
and 3 of them will not be held up. 

The testimony of Colonel Edgar before the House Veterans’ Af- 
fairs Committee was that the three would be held up for a year if the 
restriction that now exists in this bill remains. It does not seem 
logical to us to have a large portion of the funds which are ap- 
propriated lie idle in fiscal 1958 because of the length of time for 
construction of Jackson and Nashville hospitals when they could be 
so apportioned that all five could be started at the same time and 
started sooner. 

Senator Maenvuson. We had the Veterans’ Administration here 
this morning, so that this is fresh in our minds. They asked for the 
restoration of $7,500,000. I asked them what would happen if it was 
not restored. They said that in that case they would make a spread. 
They hoped to make a spread on all of these projects, which I suppose 
is assuming that they could take the $22 million for the Nashville and 
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the Jackson, Miss., hospitals and not spend as much in the coming 
year as the full amounts for which they asked. 

Representative Batpwin. Apparently so. 

Senator Macnuson. We asked them then to go back and figure out 
what they could do with an increase of $2.5 million, $5 million, $7.5 
million, and $10 million, because they did ask for a little more. 

They are going to bring that up to us so that we can take a look at 
what would be cut out if the decrease stays in the bill. 

I understand that we probably then are to ask them also, in view 
of your testimony and the testimony of the other Congressmen, why 
it is not possible, knowing that we are going to need these hospitals 
ultimately and they are ready to go, if they got back the $7,500,000 


and got down to $50 million or $47 million, to spread out and start on 
these others also. 


DESIGNS AND DRAWINGS APPROVED 


Representative Barpwry. The funds for architectural designs and 
drawings have been approved for all five. 

On dollar apiece approximately has been appropriated in previous 
years, so that they will all be ready for calls for bids by the spring 
of 1958. 

Senator Maenuson. We will pose that question and see what they 
answer about the spread. 

We are not through with the Veterans’ Administration yet. They 
are coming back after the Easter recess, particularly on the hospital 
and medical programs. We will pose this question to them and see 
what they have to say. 

Representative BaLpwin. We would appreciate it very much. 

Senator Macnuson. We have put in the record Mrs. Bolton’s state- 
ment and your letter, and I think that what we had better do is find 
out whether or not, if the amount is restored, they would be willing 
to make this spread which you suggest. 

tepresentative BaLpwin. We would appreciate it if you would in- 
quire into that, sir. 

Senator Maecnuson. They say that these have no priorities, and 
none are listed in their list with any priorities. They were going to 
give us a priority list. 

The only problem might be that we may open up Pandora’s box, 
but I understand from your testimony and the House testimony that 
these hospitals have been approved and are ready, 

Representative Batpwin. That is right. 

Senator Magnuson. Thank you very much. 

Representative Batpwin. Could I ask that Congressman Hyde 
testify on this matter. 

Senator Magnuson. Congressman Hyde, we are glad to have you 
here. 


HosprraL Construction Funps 


STATEMENT OF HON. DeWITT S. HYDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


REQUEST FOR SPREAD OF FUNDS 


Congressman Hype. On this particular subject, Congressman Bald- 
win has said about all I could say on it. 
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We are here in the unique position of not asking for more money 
but simply for a spread of moneys already in the bill. 

Senator Macnuson. The testimony this morning was that all VA 
boepitels are running 90 percent in capacity. 

epresentative Hype. You understand that these are replacements. 

Senator Magnuson. Yes, but the need for these things is obvious. 
All of the veterans are getting a little older. The chart goes up as 
the age increases. 

Representative Batpwin. May I say that my understanding is that 
the Oakland hospital is in need of such repair at the present time that 
the further delay of a year will cause a greater amount of cost to the 
Federal Government because of excess repair and maintenance cost 
than if we could let these bids when the architectural plans are ready. 

Senator Magnuson. We will inquire into that. 

Representative Batpwiy. Thank you. 


Crvi. Service CoMMIssion 


FEDERAL EMPLOYEES LIFE INSURANCE FUND 


Senator Maanuson. Congressman Hyde, you have another matter 
to talk to us about ? 

Representative Hypr. Yes, Senator. I am here also on the item 
which appears on page 4 of H. R. 6070 dealing with the employees life- 
insurance fund. 

The amount in the bill at the present time is $123,800. I am request- 
ing a restoration of $109,200 which would bring this total amount 
up to $233,000. 

There are also other folks here to testify on this subject who are 
more familiar with the technicalities than am I. 

The purpose of this money is to permit the life insurance funds to 
go forward with taking over the work on the funds of various gov- 
ernmental beneficial associations. 

Last year, when the Federal Employees Group Life Insurance Act 
was passed, it was amended to provide for the taking of these various 
governmental beneficial associations by this group life insurance fund. 
The Civil Service Commission found that it needed additional ad- 
ministrative moneys in order to be able to do this. 

They. have been able to take over 16 of the 25 that are to be taken 
over, but, because they have run out of these administrative funds, 
there are 9 which have not yet been taken over. 

I cannot for the life of me understand the reasoning of the House 
committee in not providing for these administrative funds for this 
purpose because certainly the House and Senate have shown the inten- 
tion that these associations should be taken over, which, of course, is 
a very necessary and laudable thing because, if it is not, a good many 
of the Government employees will lose the insurance which they have 
in these associations, 


NEED FOR ADMINISTRATIVE FUNDS 


This amount is simply an amount necessary to administer this thing 
for which Congress has already provided. 

Senator Magnuson. We discussed that at some length with Civil 
Service. The distinguished Senator from Virginia, Senator Robert- 
son, was particularly interested in it. 








INDEPENDENT OFFICES APPROPRIATIONS, 1958 435 


I think the committee, probably informally, posed the question: 
we are going to have to do this anyway, and the sooner we do it the 
more we will save in the long run, and the less danger there will be 
of putting these associations in jeopardy. 

Representative Hype. In other words, they simply cannot carry on. 

I might say that we just held hearings in the House District Com- 
mittee last week on a bill to provide for incorporating the Metro- 
politan Police benefit fund here in the District of Columbia because 
they had to do something in a hurry with respect to their association 
L ey, were not going to be taken over by this group life-insurance 

und. 

Senator Maenuson. We will watch that, too. And I suggest, Con- 
gressman, that you watch it. 

, “ the third supplemental there is some suggestion for further 
unds? 

Representative Hypr. That is right. 

Senator Maenuson. We would take that into consideration if that 
is passed before this bill is marked up. 

Representative Hype. I understand that those funds will be needed 
in addition to these. 

Senator Macenuson. That is in addition to these? 

Representative Hypr. Yes. And I am going to talk with Repre- 
sentative Thomas, who is chairman of that subcommittee, about that 
item. 

Senator Magnuson. Thank you very much, gentlemen. 


Feperat Crvi DerensE ADMINISTRATION 


STATEMENT OF GEORGE D. RILEY, AFL-CIO LEGISLATIVE 
REPRESENTATIVE 


SUPPPORT FOR CIVIL DEFENSE BUDGET 


Senator Maanuson. We will hear Mr. Riley who represents the 
AFL-CIO. 

I understand that you are appearing on the civil defense appropria- 
tion. Is that correct ? 

Mr. Ritery. That is true, Mr. Chairman. 

Senator Magnuson. We would be glad to hear from you. 

Mr. Rirxy. The AFL-CIO supports the budget of the Federal Civil 
Defense Administration calling for $130 million in the next fiscal year. 
We ask for restoration of the entire $90,700,000 cut out by the House. 

Merely asking year after year for sums sufficient to get this agency 
on an effective footing is but a part of the story. Our interests con- 
tinue to be whetted because we are convinced we are far from properly 
prepared against an aerial Pearl Harbor whenever the Communists 
are ready. 

When they are ready is a matter for guesswork among the experts. 
But even the amateurs now know the borderline of time is narrowing 
for some eventuality which may or may not be decisive. More and 
more each side is being equipped with the latest tools for destruction. 


RUSSIAN TACTICAL WEAPON UNITS 


We now know the Russians have tactical weapon units. Gen. Wil- 
lard G. Wyman, Continental Army commander, has just given the first 
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official warning that the Russians do possess these weapons in quantity. 
More and more frequently the Reds are touching off greater potency 
nuclear blasts. 

We certainly know by now that we cannot longer wait for the first 
Soviet mushroom to appear in the sky over our troops or over us as 
civilians. It is a military man’s concern that his forces are in readi- 
ness, fully prepared. It is the job of civilians to take up their respon- 
sibilities and really live with them. This we are not doing. 

The AFL-CIO has hoped for a greater degree of progress in regard 
to civil-defense preparations. 

While we recognize that many Federal, State, and local officials 
have exerted their utmost to perform a creditable job, we feel neverthe- 
less that they have been working under serious handicaps. 

In the last several years we have felt that there has been little 
more than wishfulness in the vital cause of civil defense, rather than 
actual serious attention. As a result, the AFL-CIO is keenly disap- 
pointed with the degree of readiness achieved by our civil-defense 
organization. 

A major reason for this lack of preparation seems to be the very 
cumbersome administrative machinery which was written into the 
Federal Civil Defense Act of 1950. 

The budget presently being considered by this committee, asking 
for $130 million, is a modest one when the whole undertaking is con- 
sidered. 

CIVIL DEFENSE ROLE IN NATIONAL DISASTERS 


The AFL-CIO has long been of the opinion that a strong civil- 
defense program is not only a powerful deterrent to a nuclear war, but 
possibly just as important a role is the service rendered in natural disas- 
ters. If we may speculate for just a moment, can you picture the need 
of civil defense if the recent earthquakes on the Pacific coast had 
reached the proportion of the 1906 disaster ? 

Our membership has advised us of the work civil defense has done 
in the recent floods, hurricanes, and tornadoes. In fact, many of our 
members have participated, members some of whom were trained in 
civil-defense procedures at civil-defense training centers. 


EVALUATING THE DANGER 


We are told daily that Soviet Russia has the capability of waging a 
nuclear attack upon the United States. We are also told the ICBM 
will change the whole concept of war and that, with each advance in 
modern weapons, the present warning time is being cut shorter. 

When these facts are understood and evaluated we then have two 
bulwarks against this threat—our miliary defense and our civil de- 
fense, one complementing the other. 

We spend billions on our military defense, and rightly so. We re- 
gard civil defense as national defense. But it appears largely inopera- 
tive for lack of funds ample to plan, train, and stockpile equipment for 
an organization which the President says 
is an important deterrent against an attack on our country, 


an organization which Congress itself brought into being. 
We do not feel qualified to make extensive comments on all aspects 
of this proposed legislation. We are not experts in nuclear warfare 
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or bomb damage. However, organized labor has always been particu- 
larly aware of the danger of Communist aggression. Moreover, as 
an organization with over 15 million members largely concentrated 
in the urban areas of the country, we represent the individuals in the 
Nation most vulnerable to attack. A vast number of our members are 
in great production centers, typically denominated as critical target 
areas. Our members are engaged in the operations of huge industries, 
practically all of which are above ground. They are actively produc- 
ing much of the useful items which could be converted in time of na- 
tional stress. 

When we think of civil defense we instinctively think of medical 
supplies, including plasma, stockpiling of the essentials of life—water, 
clean air, sanitation, food, clothing and provision for living quarters, 
all in shelters where survival can be considered a reasonable expecta- 
tion. 

AFL-CIO POLICY 


It is appropriate to refer to a resolution titled “Civil Defense” 
adopted by the first constitutional convention of the AFL-CIO, in 
which it was stated that: 


Organized labor has supported civil defense from its very beginning in 1940. 
In the planning and programing of civil defense procedure, representatives of 
organized labor have been consulted. Representatives of organized labor have 
been called upon to help plan the protection of civilians and the restoration of 
industries and service facilities that may be destroyed or interrupted. 


The same resolution continues by stating: 


Organized workers who work in plants and live in critical target areas cannot 
be regulated on the basis of State, county, or city lines. Leadership in develop- 
ing civil defense programs for such industrial areas must of necessity come 
from plans developed by Federal Government authorities based on a knowledge 
of an enemy’s ability to penetrate into such areas. 


There were seven concluding points in the same resolution, which 
read as follows: 


Resolved, The reality of the situation and the dangers we face make it manda- 
tory that the first convention of the united labor movement under the banner of 
the AFL-CIO call upon the Congress of the United States to pass a new Civil 
Defense Act which will provide that: 

1. The primary responsibility for civil defense rests with the Federal Govern- 
ment in the same manner as provided in the United States Constitution for the 
common defense of the Nation. 

2. The Federal Government be responsible for giving direction, service, and 
financial assistance to the States, counties, and communities for developing 
civil defense plans in line with the Federal responsibility. 

8. The Congress through the proper committees authorize and appropriate 
sufficient funds for these purposes. 

4. Congress authorize the Civil Defense Administrator to set up minimum 
standards of civil defense preparation and facilities to maintain them, such 
standards to be maintained subject to civil defense inspection in order to qualify 
for Federal aid in any respect. 

5. Congress be directed to provide proper protection, wages, and terms of 
employment, and workmen’s compensation for civil defense workers who may 
be required to work or train in civil defense procedures prior to or after an 
attack on any community. 

6. Civil defense regional boundaries be revised to meet the reality of the 
Nation’s critical target area and fallout potential as a result of the use of 
nuclear weapons. 

7. Direction of the civil defense programs will not be abandoned or delegated 
to the Armed Forces in the event of martial law or enemy attack. 
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EDUCATION AND TRAINING 


The marked indifference of the people of the United States to civil 
defense stems from two sources: the lack of knowledge of their indivi- 
dual responsibility for national civil defense, and the lack of knowl- 
edge that civil defense needs substantial financial support to carry out 
its prescribed programs. 

An inroad to the accomplishment of the first need—the realization 
of individual responsibility—can be made through the proposed $8 
million program that will have to use every known media to take 
the problem to the people. Considering this as the greatest public 
education job ever undertaken in the world, $8 million is a mighty 
small amount and is dwarfed when compared with the money spent 
in the United States to advertise any one of hundreds of items, rang- 
ing from cigarettes to automobiles. 

The second need—civil defense training—can be accomplished in 
a logical and orderly fasion only if the training of leaders is supple- 
mented by the training of workers, and is the more efficiently accom- 
plished in terms of time and money only if skills are properly em- 
ployed. 


RESCUE TRAINING 


To illustrate just one phase of the training program, one we are 
particularly suited to comment on—rescue training : 

An organized labor rescue program can easily be developed to 
recruit, train, and equip a minimum of 200,000 skilled rescuers over a 
period of 3 years and a replacement quota of 10 percent can be included 
as part of the program. 

This particular program can be founded upon selected volunteers 
from the membership of organized labor, now estimated at 20 million. 
Of this total, a large percentage are workers in industrial plants who 
have an aptitude for rescue training and an incentive for taking this 
training as a personal insurance for the continuity of production to 
back up the military for the attrition stage of combat. 

The assignment and training of this resource would mean only 1 
percent of the total organized labor force to be used, leaving an ample 
reserve for other protective and survival programs. The only cost 
would be for the time spent by an employee on actual training. ork- 
men’s compensation could be extended to cover training, this training 
to be in accordance with the established instructor materials and media 
now available from the Federal Civil Defense Administration in the 
form of a complete kit of instructor guides, manuals, and filmstrips. 

Our words up until now have related directly te the what and the 
why of civil defense, and have briefly depicted the deplorable lack 
of success in the past. Let us now consider the how phase of positive 
action to correct this recognized deficiency of the nonmilitary aspect 
of national defense. 


MODERN CIVIL DEFENSE ELEMENTS 


Four essential elements are needed to accomplish modern, adequate 
civil defense: manpower, training, equipment, and a plan for oper- 
ational sufficiency. 

Putting first things first, civil defense cannot succeed without effi- 
cient utilization of manpower. Tbe Office of Defense Mobilization, 
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the Federal Civil Defense Administration, and the Department of 
Labor have joined forces to study the ways and means of efficient 
utilization of manpower. Our own organization—the AFL-CIO— 
has a vested interest in contributing to this national problem area 
for within our ranks will be found the skills and training necessary 
for such essential civil defense services as rescue, fire, welfare, com- 
munication, police, to name only a few. We feel that until this pres- 
ently available source is tapped in a realistic manner, selectively 
assigned, trained and organized into the respective services, valuable 
time and money is being wasted. We offer not only the source for 
efficient use of manpower, but also, and most importantly, the estab- 
lished framework to reach that source. 

We say to you, take this skilled manpower poo! and coordinate it 
into a strong, realistic civil defense. 


FEDERAL CONTRIBUTIONS AND EMERGENCY SUPPLIES 


The third element—equipment—puts the tools of civil defense pre- 
paredness into the hands of the workers. Part of these will be pro- 
vided in the matching funds program which this year asks for $17 
million, and part will be provided in the $75-million stockpile of 
emergency supplies and equipment. 

Mr. Chairman, may I say that in the opinion of the AFL-CIO the 
House, in reducing the stockpiling program to a point which does not 
even meet the fixed warehousing costs, has gone beyond the scope of 
economy. 

If this program is held at $10 million, as Governor Peterson said, it 
will be disastrous. If this cut is allowed to stand not only will the 
only remaining producers of blood expanders in this country be forced 
to turn their production to other fields, but the entire medical pro- 

am for the civilian population in the event of nuclear war or natural 

isasters will suffer serious consequences. What is the use of asking 
for expert advice and counsel if we refuse to heed it ? 

Matching funds not only make suitable equipment available to the 
local community but cover a share of the costs of the training program 
and the construction of control and training centers, including the 
facilities so essential for uniform training in the skills and techniques 
of mass rescue operations. 

The emergency supplies and equipment program has been painfully 
slow in some fields of civil defense, notably in the medical eld. As 
a result, two logistic exercises were held last year to reappraise the 
medical stockpile program so that it could be updated to the needs of 
operations in event of nuclear attack. These reappraisals by leading 
medical authorities resulted in the concept that there would be need 
of civil defense emergency hospitals to supplement and, in the ma- 
jority of instances, to replace existing hospital facilities for the popu- 
lation of metropolitan areas that are primary targets. 

The reappraisal further pointed up the necessity of establishing a 
three-echeion system consisting of collecting points for first-aid casu- 
alties, forward treatment areas for limited surgery, and emergency 
hospitals with more complete and definitive care equipment. 

Several hundred thousand people who have seen the exhibit model 
of the Emergency Hospital at several labor conventions and the union 
industry show have expressed their endorsement of a civil-defense 
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program that incorporates the use of this equipment as a basic means 
of saving lives. 
PLAN FOR OPERATIONAL SUFFICIENCY 


The final element needed for the accomplishment of modern, ade- 
quate civil defense is a plan for operational sufficiency at the time 
when there is grave danger of violent change in the social and political 
order of the Nation. This plan must be as efficient as possible, fol- 
lowing closely the mandate of Congress to eliminate duplication of 
effort. 

A keystone of the national plan for operational sufficiency is the 
delegated authority program, a $6,300,000 item that places in the 
hands of established experts those activities on which the delegated 
agencies are most qualified to work because of their experience. When 
these activities are coordinated into the nondelegatable programs of 
the Federal Civil Defense Administration there is a reasonable assur- 
ance of correct strategic and tactical policies and decisions in the non- 
military area of national defense. The finished product is the national 
plan of defensive preparedness for the good of all mankind. For ex- 
ample the Department of Labor is working on a manpower program. 
Without a manpower program we have no civil defense. It’s as simple 
as that. 

Plans and surveys, we feel, are very important. And we hope that 
out of this planning, particularly in shelters, will come the recommen- 
dation that new construction, where Federal funds are used, will in- 
clude appropriate shelters which should be financed entirely by Federal 
funds. 

CONCLUSION 


Mr. Chairman, we wish to restate our firm conviction that this is a 
modest budget. Although it is necessarily modest in line with the 
rising trend toward economy in government, it is substantial in scope 
and in need, especially if there is any truth whatsoever in Pravda’s 
claim of a new “ultimate” weapon. 

It is our earnest plea that you will carefully consider this appropri- 
ation and that you will grant the full $130 million requested. 

Mr. Chairman, I want to say, in connection with the appearance of 
our brotherhood representatives, Mr. Lampley, that we endorse fully 
the statement that he will make, and hope that their appropriation 
is fully established to assure safety on the railroads and locomotive 
inspection. 

Senator Macnuson. We have, of course, had Civil Defense before 
us. 

Mr. Rirery. Yes, sir. 

Senator Magnuson. Governor Peterson testified that the cut in the 
emergency supplies and equipment stockpiling might be able to be 
lived with, restoring some $10 or $11 million. But the other, which 
included plans, surveys, research and operations, would be the one 
that would seriously curtail the whole program. 

Mr. Riey. It is undoubtedly the heart of the whole thing. 


SHELTER PROGRAM 


Senator Macnuson. Regarding the shelter program, I think that 
the testimony was very indicative that just about nothing is being done 
on it at all. 
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Mr. Riney. No. 


Senator Macnuson. It was indicated that something ought to be 
done either to alert the people to the necessity of it or that there might 
be grants-in-aid as there are to FHA housing and things of that kind. 

Mr. Ritey. If I may say so, Mr. Chairman, that is a familiar story 
with us. We have been with this situation for many years, ever since 
its inception. We have appeared before the Holifield subcommittee 
of the House and supported the bill which Mr. Holifield has so care- 
fully drawn. 

We have appeared before the Durham subcommittee in the Armed 
Services Committee of the House, and have expressed our viewpoint 
over there. We have been wholehearted about this thing. 

We do know of programs which are on the shelf, and do not know 
why they are still on the shelf. But they are tremendous shelter pro- 
grams. 

We are just as ready to get along with that thing as I am sure the 
agency is. 

Senator Maenuson. Labor will have a stake in that, too, because it 
means employment. And, if these plans on surveys and research 
are not carried forward, it could be very serious for labor because 
this is not the local, municipal planning of civil defense as much as 
it is industrial. 

Mr. Ritey. Quite so. I believe labor’s stake can be summed up in 
one word—survival. 

Senator Magnuson. Where things would happen in the industrial 
center there is a question of manpower and the labor pool. 

It seems to me that, if we are going to spend and are spending $45 
billion to $50 billion in this business of defense of our country, that 
this activity is very important. 

Mr. Ritey. Most certainly. 

We have the double stake, not only of those whose families we want 
protected, but we feel that this program has to be under way, and not 
only to build it but to operate it and keep it in working order. 

I might say finally, Mr. Chairman, that I know of nothing better 
which would exemplify good labor-management relations than to have 
the entire population concerned about this thing. We have as much 
at stake as management has in it. We believe that civil defense on any 
level must be a partnership between labor and management. 

Senator Magnuson. Thank you. 

Mr. Ruy. Thank you, sir. 


American LrEGIon 


STATEMENTS OF BERTRAM G. DAVIS, LEGISLATIVE REPRESENTA- 
TIVE, NATIONAL LEGISLATIVE COMMISSION; T. 0. KRAABEL, 
DIRECTOR, NATIONAL REHABILITATION COMMISSION; DR. HY- 
MAN SHAPIRO, SENIOR MEDICAL CONSULTANT, NATIONAL RE- 
HABILITATION COMMISSION; AND EDWARD McGRAIL, CHIEF OF 
INFORMATION AND RESEARCH, NATIONAL REHABILITATION 
COMMISSION 


SUPPORT FOR CIVIL DEFENSE FUNDS 


Mr. Davis. Mr. Chairman, I am Bertram G. Davis, legislative as- 
sistant to the director of the national legislative commission. 
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We have two matters about which we would like to testify this after- 
noon. One is the question of appropriations for the Veterans’ Ad- 
ministration. The other is the question of appropriations for the 
Federal Civil Defense Administration. 


Senator Macnuson. As long as we are discussing civil defense, let 
us go into that. 
PREPARED STATEMENT 


Mr. Davis. Mr. Chairman, in that connection I would request that 
the statement of Mr. Niel R. Allen, chairman of our national civil 
defense committee of the American Legion, be incorporated into the 
record. 


Senator Magnuson. That will be put in the record in full. 
(The statement referred to follows:) 


STATEMENT OF NIEL R. ALLEN, CHAIRMAN, NATIONAL CIVIL DEFENSE COMMITTEE 
OF THE AMERICAN LEGION 


Mr. Chairman and gentlemen of the subcommittee, each year since the end of 
World War II representatives of the American Legion have been given the oppor- 
tunity to appear before the committees of Congress and express the views of our 
organization on civil defense. 

Until 1951 we pressed for the enactment of law to create an agency of Govern- 
ment which could recommend to the States and their political subdivisions means 
of deterring enemy attack through preparedness, or failing in this to reduce the 
loss of life and property through civil-defense organization and education. Since 
the enactment of Public Law 920, 81st Congress, our spokesmen have testified in 
support of the annual appropriation for the Federal Civil Defense Administration. 
I am indeed appreciative to you gentlemen for allowing me to review the cogent 
reasons for granting a restoration of the budget requests made by the Federal 
Civil Defense Administration. 

The American Legion has among its nearly 3 million members men who are 
actively engaged, some full time, in civil-defense work. Still we do not purport 
to be experts in the matter of a budget for civil defense. Rather, we would rely 
on the good judgment of the officials of the Federal Civil Defense Administration 
that their initial budget request of $142 million is necessary to discharge their 
presently defined tasks. H. R. 6070, introduced March 15, 1957, makes provisions 
for an appropriation of $39,300,000 for fiscal 1958, a reduction of $54,260,000 under 
1957 appropriations and $90,700,000 less than the 1958 budget estimates. This 
is a considerable reduction in the appropriations for this agency. We should 
like to urge your subcommittee to reconsider the Civil Defense Administration’s 
request, and restore the initial amounts petitioned for. 

The problem confronting your subcommittee is being repeated a thousandfold 
over throughout the length and breadth of this land. Budgets at the city, county, 
and State level are being studied. Each year they are considerably larger. 
“Where to cut?” is the big question. More often than not the cut is made in items 
of “lesser importance,” such as civil defense, and, gentlemen, this brings up an 
issue that probably will be considered, and I hope resolved, in this present session 
of Congress. This issue is whether the Federal Government, as provided for in 
the Constitution, should not assume greater responsibility for the common 
defense. 

Last year the Government Operations Subcommittee, under the chairmanship 
of Representative Chet Holifield, of California, conducted a searching examina- 
tion into existing civil-defense plans and organization. This subcommittee held 
extensive hearings in all parts of the United States. Officials from governmental 
agencies at all levels, from industry, from education—in fact, from practically 
all walks of life—were asked to give the committee their ideas on what needed 
to be done to make civil defense more effective. 

In June 1956 the chairman of our national security training committee, the 
assistant director of our legislative division, the national security director, and 
I were privileged to offer testimony based upon the mandates from our 1955 na- 
tional convention. Without exception, our proposals were intended to strengthen 
civil defense, first, by elevating the Administration itself to Cabinet rank, headed 
by a Secretary ; second, by diverting basically trained manpower from the Reserve 
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to civil-defense duties and; third, by recognizing that the Federal Government 
must assume a greater share of the responsibility for “defining and financing” an 
effective national civil-defense program. 


On this last point I quote Resolution No, 374 in its entirety, because it does 


support this new civil-defense concept of vesting greater responsibility in the 
Federal Government : 


“Whereas recent scientific developments have so altered previous civil-defense 
planning that it has now become apparent that an effective national civil-defense 
program can only be achieved by the Federal Government’s acceptance of respon- 
sibility for both defining and financing such a program ; and 

“Whereas the previous position of the Federal Government, that civil defense is 
primarily a responsibility of the several States, controverts the Federal Constitu- 


tion, which clearly assigns the responsibility for the common defense to the Na- 
tional Government; and 


“Whereas it has been clearly demonstrated during the past 414 years that, with 
the several States dependent upon each other for civil-defense support, many 
States are neither financially able nor inclined to go along with the current Fed- 
eral program which demands matching-fund participation to the degree neces- 


sary to provide adequate fallback support for their sister States; Now, therefore, 
be it 


“Resolved by the American Legion in national convention assembled in Miami, 
Fla., October 10-13, 1955, That we respectfully memorialize the President and 
the Congress of the United States that special attention be paid to evacuation of 
the populace, and adequate early warning radar installations and the recom- 
mendation for adequate bomb shelters be provided. In furtherance, special at- 
tention be paid to a definite and adequate plan for industrial divisions of our 
civilian-defense program, involved in the new concept of civil defense resulting 
from the greater destructive powers of presently developed weapons, and make 


adequate plans to realistically provide an effective national civil-defense program 
to the extent necessary.” 


In conclusion, it appears clear that most Americans acknowledge the present 
vulnerability of this Nation to attack. Likewise, we all agree that military 


defense and civil defense share the responsibility of deterring attack upon the 
United States. 


Wherefore, we would again urge and respectfully request that this subcom- 
mittee give consideration to the restoration of the initial budget estimate for civil 
defense in the amount of $130 million. 


ADEQUACY OF VETERANS’ ADMINISTRATION FUNDS 


Mr. Davis. Our first witness will be Mr. T. O. Kraabel, director of 
the national rehabilitation commission. Mr. Kraabel would like to 
present a statement on the Veterans’ Administration. 

Mr. Kraapen. Mr. Chairman, the American Legion deeply appre- 
ciates the opportunity to appear before this subcommittee of the 
Senate Committee on Appropriations. Personally it is a great satis- 
faction, also, to appear before the chairman, whom I have known for 
many years, and whose career I have watched with great interest. 

Our purpose in appearing is to offer the views of the organization 
on the adequacy of funds and personnel for the Veterans’ Adminis- 
tration to administer the laws assigned to that agency by the United 
States Congress. It may be trite to say so, but this purpose is pred- 
icated upon a deep and chiding interest in service to sick and disabled 
veterans and the dependents of those who have passed on. 

That which we present, suggest, or recommend has its basis in 
expressions of the organization formally adopted at its last national 
convention and national executive committee meeting. As members 
of this committee undoubtedly know, our organization formulates its 
policy from resolutions and recommendations that proceed from posts 
and departments, and which are carefully considered and acted upon 
by national conventions and national executive committee meetings. 
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CURTAILMENT OF MEDICAL, SURGICAL, AND HOSPITAL CARE 


At the 1956 national convention in Los Angeles four resolutions, 
among others, were considered and approved, copies of which we sub- 
mit as part of this statment. No. 49, Colorado, uts the organization 
on record as unalterably opposed to any curtailment in the medical, 
surgical and hospital care provided war veterans. No. 58, Florida, 
reiterates support of the present law which extends the privilege of 
hospitalization in Veterans’ Administration hospitals to those who are 
suffering from so-called non-service-connected ailments and who are 
unable to pay for such care in a private institution. 

Senator Maenuson. In that case the law allows that now, does. it 
not ¢ 

Mr. Kraapen. That is right. 

Senator Maenvuson. What do you mean by an extension ? 

Mr. Kraapet. There has been an organized effort, Mr. Chairman, 
to curtail this, and that springs primarily from a recent clinical 
meeting of the American Medical Association in Seattle last Decem- 
ber where they went on record against the hospitalization for non- 
service-connected, 

Senator Maenuson. I remember that. That had wide publicity. 

Mr. Kraapet. No. 211, West Virginia, urges the full utilization of 
all beds in VA hospitals, and conversion of beds where possible and 
desirable. 

No. 471, Washington, requests legislation that would amend Public 
Law 293, 79th Congress, which established the Department of Medi- 
cine and Surgery in the Veterans’ Administration, and the classifica- 
tions and pay scales for the professional people in that Department. 
This resolution asks for a more equitable and realistic program of 
salaries and promotions in the VA medical service so that that agency 
can have more assurance 1.. retaining competent personnel in the medi- 
cal, surgical, dental, nursing, technical and allied services. 

It is realized that all these proposals relate themselves directly to 
the very important task of reducing expenditures of the Federal Gov- 
ernment. Such reduction is something the public wants. Moreover, 
it is something the Congress and executive branch of the Government 
are trying to accomplish. At the same time we respectfully submit 
that there is ample evidence to show that the people of this country 
favor the best a adequate service to veterans. 


REDUCTIONS IN TOTAL EXPENDITURES 


The Veterans’ Administration has a remarkable record of reducing 
its total expenditures from a high point of over $8 billion one 
after World War II to the present $4.7 billion—fiscal 1957. Al- 
though the bulk of this reduction has come about through the phasing 
out of many of the early postwar programs, administrative economies 
and improved techniques have accounted for a goodly portion. To 
many of us who have opportunity to watch the day-by-day activity 
of this agency it appears that the Administrator has virtually cut to 
the bone the amount of funds and number of personnel he needs to 
do the job assigned to him by Congress. Proposed reductions may im- 
pair quality and adequacy of service. 

The appropriation bill, H. R. 6070, sets forth reductions in 11 out 
of 14 items making up the VA budget. The total of these reduc- 
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tions is $206,657,700. Of this amount, $193,170,500 is from estimates 
for statutory benefits. The Veterans’ Administration indicates that 
an error of more than 1 percent in the estimate previously made for 
these items is improbable. Supplemental appropriation requests for 
these items may have to be made at a later date: 


COOMMBOMIART ION OTE ROTIOTE ooo igs cchirercceeapte ers endtaeoimn teammate $149, 500, 000 
Hemijristwent.* WemnCRRs oe a ee ede 41, 473, 000 
Military’ asd naval Tnswrane@.44500i eh La i 225, 000 
National service life insurance... 10. ee et eee 400, 000 
Ser vACeRMaT wy TMA UUNAR RE a are carted eee ereerprtchmneetihner ete 1, 572, 500 

Teh. tdci ccs Rn ee 5 dilicigeaal 8 SontinSsins thelist a eee 193, 170, 500 


Accordingly, although these reductions are in amounts to cover bene- 
fits provided by statutes and, hence, will have to be put back if there 
is a shortage, the psychological effect of cutting such items as compen- 
sation, pensions, readjustment benefits, insurance and indemnities is 
not good. Disabled veterans, and particularly those lying on hospital 
beds or otherwise incapacitated, cannot help but be disturbed and dis- 
heartened to read about their Government planning reductions in the 
amounts requested for thees modest monetary awards. Quite needless 
speculation arises: are these reductions for real, and, if so, are they 
to be realized through downrating certain service-connected disabili- 
ties, or by eliminating some of the 10 percent and 20 percent ratings? 
These possibilities and others bear watching. 

Among the items making up the balance of this reduction are the 
following with which we are deeply concerned 

Senator Macnuson. This morning we suggested to the Administra- 
tor that he give us more information on how they arrive at that 1- 
percent estimate, because that is the big item in there. 

These are fixed benefits, and if we can arrive at within 1 percent 
one way or another, this committee would rather do it now and get it 
over with, as you point out, rather than to have these supplementals 
constantly coming up here. 





BRADLEY COMMISSION REPORT 


Mr. Kraaset. In listening to the testimony this morning, Mr. Chair- 
man, I noticed the absence of what we are trying to bring out here, 
that a goodly portion of your constituents and the constituents of all 
Members of Congress are disturbed and will ask you questions. They 
recall, for instance, the Bradley Commission report of last summer 
where the suggestion was made that we might pay off the 10 and 20 
percent in lump sums and discontinue the monthly awards. 

Well, they do not forget that when they hear about the cutback, 
and do not realize that under the statutory provisions you do have to 
make them up about a year later if there isa shortage. 

Senator Magnuson. There is only one item which they thought they 
might be able to get along with. They might work the National Serv- 
ice Life Insurance Administration, and be able to take that cut. Do 
you have anything to say about that ? 

Mr. Kraasew. I have a little later, Mr. Chairman. 

Senator Magnuson. You may proceed. 
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HOSPITAL AND DOMICILIARY FACILITIES 


Mr. Kraasex. The amount requested for hospital and domiciliary 
facilities has been cut from the original request submitted by the 
Veterans’ Administration of $114,516,000 to $42,500,000. 

Senator Maenuson. I might go back to comment on these things. 

Here is the third supplemental. Last year, on these benefits they 
got $775 million, and they are asking for $77 million more in this third 
supplemental, which brings it up to $852 million, what they suggested 
to begin with. The House has cut them back to $775 million. It is 
doing the job twice. 

Mr. Kraaset. It has been our (McGrail and I) experience, as it has 
undoubtedly been the experience of your staff, that in going over to 
the statisticians of the Veterans’ Administration on matters which 
they can discuss with us, we have been impressed by their relative ac- 
curacy in projecting ahead. They must, even yet, take into account 
old claims, for instance, that Dr. Shapiro, through the medical know- 
ledge he has, has been able to win after these many years, and where 
adjustments are forthcoming and made in sizable amounts—claims 
which should have been paid over the years to begin with. They have 
made quite a record in estimating what they need. 

Senator Maenuson. All right. 


CONSTRUCTION OF HOSPITALS 


Mr. Kraasex. Involved in this reduction is another postponement 
of the construction of three hospitals vitally needed at Cleveland, 
Washington, and Oakland. The Washington project was originally 
approved in the fiscal year 1947 program, and the Cleveland project 
in the 1948 fiscal program. 

Senator Macnuson. If the Washington project would proceed, 
would it be located in the District of Columbia or in the vicinity? 

Mr. Kraaset. We speak to that later. All three are replacements 
of existing facilities which are outmoded and in less than first-class 
shape. We wanted to bring out that these are replacements and not 
new units. 

Replacements are long overdue. The situation here in the District 
of Columbia has been most disheartening. Three or four different 
sites for the new hospital have been considered, tentatively approved, 
and then abandoned. While a big medical and hospital center is be- 
ing built at the south end of the Soldiers’ Home reservation here in 
the city, the building of the VA hospital there was disapproved. An- 
other site near Rockville has been acquired, but actual construction 
has again been postponed. A variety of reasons for the 11-year delay 
has appeared. Just what does the Government have in mind? 

The hospital at Oakland is housed in a building erected in 1912. 
Both Dr. Shapiro and I have visited there and know from personal 
observation that it is not adequate. 

Reports are on record as to the hazards and inefficiency of this plant 
for hospital purposes. All those in authority have agreed that it 
should i replaced. Veterans’ Administration witnesses testify that 


they are most anxious for replacements, but agree to another post- 
ponement. 
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The same has ha a to replacement of the old Army-type tem- 
porary hospital at é eveland. We make a sincere plea that these three 
projects be reconsidered for the purpose of moving ahead with plan- 
ning, designing, and construction. 

While we heard the eminent Congressmen a while ago, both Dr. 
Shapiro and I felt that their formula for getting started would bea 
reasonable one whereby the initial funds for the 2 that have been 
approved would be spread over the 5 so that they could get. started 
and then go forward with the advertising for bids about the same 
time, early in 1958, in the spring of 1958. 

Senator Macnuson. I cannot speak for the rest of the committee, 
but I think that, if that could be done, we would save money in the 
long run, because the five are going to be built ultimately, and the more 

uickly we get it the better. They cannot spend all of this money at 
Toten or Nashville in a year anyway, and it might be a wise thing 
to follow this formula, 


GENERAL OPERATING EXPENSES 


Mr. Kraazset. Report No. 197, accompanying H. R, 6070, inde- 
pendent offices appropriation bill for 1958, states that there is a pro- 
posed reduction of $4,068,000 in the budget estimate—$1,653,130 less 
than the appropriation in 1957. 

Specifying a reduction of $2,568,000 in the budget for insuranee 
activities, and earmarking at least $18,500,000 for loan-guaranty activ- 
ities indicate a rigidity that may make it very difficult for the Veterans’ 
Administration to adjust to this total reduction. 

In insurance alone, if the reduction specified is to stand, there may be 
a loss of around 600 people. This at a time when this service has 
virtually pared to the bone and. when. its. load. of policies remains 
about the same. We are fearful that there will be impairment of 
service to Pee We sincerely call this possibility to the 
attention of this committee. Probably, if more flexibility is permitted 
in adjusting the funds between general administration, insurance, and 
loan guaranty, the damaging effect of the proposed reduction may be 
modified. 


LOAN GUARANTY ACTIVITIES 


Senator Magnuson. They suggested this morning that we cut that 

- ae on the loan guaranty, to give them at least the $1 million 
exibility. 

Mr. Kraapet. I think, from what I heard, Mr. Chairman, that 
is the flexibility they proposed and which we indicate in our testimony. 

Senator Magnuson. They are not so sure whether that program 
is going to be as large as it was last year because of the raising of 
interest rates. 

OPERATION OF INSURANCE DEPARTMENT 


Mr. Kraaner. We feel that the Veterans’ Administration has done 
a commendable job in cutting the cost of operating the insurance de- 
partment from $41,500,000 in 1953 to $24,468,000, its original estimate 
for fiscal year 1958 before the cut. During that period there has been 
only a slight decrease in the policy load. As viewed by our organiza- 
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tion, this situation calls for careful reconsideration to the end that 
essential services to veterans who are policyholders may not be im- 
paired or retarded. 

Senator Macnuson. They have been doing a good job on that. Those 
of us who have policies are getting dividends. 

Mr. Kraaset. That is right, Mr. Chairman, and I think they have 
been in the vanguard. or at least even with private companies, in 
mechanization and in the modern way of keeping records of premium 
accounts and all that tends to make a complete insurance service. 

Senator Macnuson. You say that there has not been much decrease 
in the policy load. Would there not be a decrease now unless we ex- 
tend the right to make applications? We have a bill in to do that. 
Senator Long and I have a bill in. 

Mr. Kraanet. Mortality among policyholders will now be the big 
factor in reducing the amount until and if Congress restores the 
right to contract again for the youngsters going into service. 

Senator Maenvson. The figure was startling to me. I understand 
that about 50 percent are not now on the rolls. They either dropped 
it or did not take advantage of it or, for some reason, did not continue 
it after they got out of service. 

Mr. Kraasev. In our testimony last year, Mr. Chairman, we made 
a plea that one of the big morale factors among young folks and their 

arents would be that mother or dad could tell Jack, when he goes, 
‘Now be sure to take out some of that Government insurance.” They 
do not realize that it is not there any more. They cannot doit. The 
boy is restricted in naming a beneficiary of anything that he has, or 
is going to get in service. He has no contract with Uncle Sam for in- 
surance for which he can name a beneficiary. 


MEDICAL AND HOSPITAL SERVICES 


“Medical administration and miscellaneous operating expenses, De- 
partment of Medicine and Surgery.” 

Medical and hospital services constitute a most essential program. 
It is conducted for the sick and disabled war veterans of this country 
who meet certain requirements. House Report 197 states that a re- 
duction of $1,293,200 in the budget estimate for 1958 has been recom- 
mended. This comes at a period when the Department of Medicine 
and Surgery is required to pick up additional charges of $335,000 
for printing and reproduction, and $793,900 necessary to pay for medi- 
cal contributions to the civil service retirement fund. 

Here again we have an operating department of the Veterans’ Ad- 
ministration that has made a significant record in reducing personnel 
and economizing over the past several years. At the same time there 
has been an increase in the number of operating hospitals and in the 
average daily patient load. 

We are deeply concerned that the proposed reduction may bring 
about curtailmnt in the number of eminent physicians who serve as 
consultants; restrict the scope of the excellent medical research ac- 
tivity which the Veterans’ Administration conducts; and prevent pro- 
fessional and technical people from keeping pace adequately with 
educational opportunities and advances in medicine. 
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The proposed reduction should be reconsidered to the end that the 
amount of funds appropriated will meet the VA estimates necessary 
to the maintenance of the highest quality of medical and hospital care. 


RESEARCH FUNDS 


Senator Macnuson. I assume the Legion is in sympathy with my 
move last year to add that $10 million to research, Doctor. 

Dr. Suartro. That is correct. 

Senator Macnuson. And they told me this morning that will be 
the same this next year. 

Dr. Suartro. That is correct, except for the additional amount that 
they state is for the civil-service retirement. 

Senator Magnuson. The mandatory retirement fund. 

Dr. Suapriro. That is correct. 

Senator Maenuson. It would only reduce our research program by 
that amount. 

Dr. Suartro. That is correct. 

Senator Magnuson. All right. 

Mr. Kraaset. That amount, by the way, we understand this morn- 
ing is included in the $793 million. 

Senator Maenuson. Yes. 


RECRUITMENT PROBLEMS 


Mr. Kraaset. The Veterans’ Administration has been and is facing 
a real problem in attracting and keeping high-grade professional per- 
sonnel. 

This contemplated reduction in the operating expenses of running 
the medical and hospital services of the VA can definitely affect the 
quality of service in the discouraging effect upon the dedicated officials 
and other personnel who are doing their best to maintain the highest 
quality of care and service for veterans. 

Senator Macnvuson. I want the record to show that, although we 
concluded with the administrative part of the Veterans’ Administra- 
tion this morning, we did ask Dr. Middleton to come back, and we 
will hear him later on all phases of this medical program, research 
and otherwise, as soon as we get back here after the recess. 


SALARIES AND CLASSIFICATIONS 


Mr. Kraapeu. Salaries and classifications in the Department of 
Medicine and Surgery: 

In this connection, we would stress again the formal expression, 
No. 471, from the Department of Washington, the American Legion, 
on the matter of a more equitable and realistic program of salaries 
and promotions in the Department of Medicine and Surgery. This 
has had extensive study, both in and out of the Veterans’ Administra- 
tion over the past several years, 

The findings and recommendations based upon these studies have 
been compiled by the Veterans’ Administration and made available 
to the House Committee on Veterans’ A ffairs. 

It is urged that legislation based thereon be prepared and introduced 
as promptly as possible, and that same receive favorable consideration 
by appropriate committees of Congress, and Congress itself. 
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Since this was prepared, we understand that a bill, H. R. 6719, 
has been introduced, day before yesterday, I believe. 

Senator Macnuson. We have no bill in the Senate. 

Mr. Kraazet. I have not seen the Senate bill yet, Mr. Chairman. 

The American Legion is grateful to this committee and other com- 
mittees of Congress that have over the years taken testimony, studied, 
prepared, and guided to enactment proposals that make up the body 
of veteran laws and the agency administering them. It has been the 
good fortune of our organization to have had the opportunity of 
contributing to these enactments and to observe how they have been 
and are administered. 

Through the eyes and ears of Department service officers, field 
representatives, the National Rehabilitation Commission and its staff, 
volunteer workers of both the American Legion and its auxiliary, 
and accredited representatives of the organization, this activity is 
being continued. 


Findings, complaints, recommendations and suggestions are brought 
to the attention of the Administrator of Veterans’ Affairs and, as op- 


portunity permits, to the appropriate committees of the United States 
Congress. 


This flow of findings and proposals springs from an abiding sense of 
man-to-man concern for those who have served in the Armed Forces 
in defense of this country, and who find it necessary now or in the 
future to avail themselves of the programs and services a grateful 
Government has established in their behalf. 


RESOLUTIONS 


Senator Maanuson. We will put the resolutions in the record in 


full. 


(The resolutions referred to follow :) 


1956 NaTIONAL CONVENTION OF THE AMERICAN LEGION HELD IN LOS ANGELEs, 
CALir., SEPTEMBER 3-6, 1956 

Resolution No. 49, 

Committee: Rehabilitation (Hospitalization) (M. & H.) 

Subject: VA facilities be enlarged to care for disabled war veterans. 

Whereas reports have come to the attention of the American Legion indicating 
that there are thousands of veterans seeking hospitalization or medical or sur- 
gical attention who are denied the same because of lack of facilities in the Vet- 
erans’ Administration hospitals ; and 

Whereas many of these unfortunate veterans are broke and hungry and have 
no place to go, and we believe them rightfully entitled to consideration by the 
United States of America : Now, therefore, be it 

Resolved by the American Legion, in convention assembled in Los Angeles, 
Calif., September 8,-6, 1956, That we are unalterably opposed to any curtailment 
in the medical, surgical, and hospital care now provided war veterans by the 
Veterans’ Administration through statutory authority and strongly urge increased 
VA hospital facilities for the mentally ill. 


Resolution No. 58. 
Committee: Rehabilitation (hospitalization) (M. and H.). 
Subject: Hospitalization for non-service-connected disabilities. 


Whereas there is a great drive on by forces outside of the American Legion 
by other organizations, and important people, to eliminate the non-service-con- 
nected veteran from being hospitalized by the Veterans’ Administration although 
he is not able to pay for same himself; and 

Whereas in our opinion the Veterans’ Administration hospital should always 
take care of this veteran who served his country honorably and can now no 
longer afford hospitalization for his many ills: Therefore be it 
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Resolved, That the American Legion in national convention assembled in Los 
Angeles, Calif., September 3 to 6, 1956, by adoption of this resolution reiterate its 
stand approving hospitalization for all veterans who need treatment for so- 
called non-service-connected disabilities, provided they cannot afford to pay for 
such care in a private hospital. 

Resolution No. 211 (West Virginia). 

Committee: Rehabilitation (M. and H.). 

Subject: VA utilize all beds in its hospitals with preference to service-connected 
disabilities. 

Be it resolved, That the American Legion in National Convention assembled at 
Los Angeles, Calif., September 3 to 6, 1956, strongly urges full utilization of all 
beds in Veterans’ Administration hospitals where need is shown and staffs can 
be obtained and, to promote such utilization, urges also conversion of facilities 


wherever possible and desirable and that every possible effort be made to re- 
cruit needed personnel. 
Approved. 


Resolution No. 471 (Washington). 
Committee: Rehabilitation (M. and H.). 


Subject: VA provide more equitable and realistic program of salaries and promo- 
tions in its medical service. 


Be it resolved by the 88th annual national convention of the American Legion 
assembled in Los Angeles, Calif., on September 3 to 6, 1956, That we request 
Congress to pass legislation which would provide more equitable and realistic 
program of salaries and promotion in the medical service of the Veterans’ Ad- 


ministration so that this agency can successfully compete for sufficient personnel 
with other medical fields. 


Approved. 
CIVIL DEFENSE FUNDS 


Mr. Kraapet. Thank you. 

Senator Maanuson. Mr. Davis, you have some testimony on the 
civil defense, do you ? 

Mr. Davis. Sir, I asked that Mr. Allen’s statement be incorporated 
in the interest of time. 
Senator Macnuson. All right. 

Generally, the Legion’s position is for the restoration of that money ? 

Mr. Davis. Yes, sir; $130 million. 

Senator Maenuson. Allright. Thank you very much. 

Mr. Kraaset. Thank you, Mr. Chairman. 

Dr. Suaprro. Thank you. 

Senator Magnuson. Doctor, we will probably have you come up 
here—I hope you will, when we have Dr. Middleton back. 


Mr. Kraazev. I was going to say, Mr. Chairman, that he would be 
available to you. 


TRAVEL FUNDS FOR VA MEDICAL PERSON NEL 


Dr. Suaprro. If I could just make one statement, I think when Dr. 
Middleton comes in here, he should be asked as to the effects of the 
cut that they made on travel for these professional people. I think 
that is a very important factor. 
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VererRANs OF ForeIGN Wars 


STATEMENT OF FRANCIS W. STOVER, LEGISLATIVE COUNSEL, 
NATIONAL LEGISLATIVE SERVICE 


VETERANS ADMINISTRATION HOSPITALS 


Senator Macnuson. Mr. Stover, I understand you are appearing 
for Omar Ketchum, who cannot be here. We will put his statement 
in the record in full. 

Mr. Stover. He has asked that I read this statement to you. How- 
ever, if you desire, I can summarize it. 

Senator Magnuson. Will you do that? 


PREPARED STATEMENT 


We will put Mr. Ketchum’s statement in the record in full. 
(The statement referred to follows:) 


STATEMENT OF OMAR B. KETCHUM, LEGISLATIVE AND REHABILITATION 
DIRECTOR, VETERANS OF FOREIGN WARS OF THE UNITED STATES 


Mr. Chairman and members of the subcommittee: I appreciate the privilege 
of being permitted to appear before your subcommittee on Independent Offices 
Appropriations to present the viewpoint of the Veterans of Foreign Wars with 
respect to the 1958 budget estimates for the Veterans’ Administration as rec- 
ommended by the Bureau of the Budget and acted upon the House of Represent- 
atives. It is not often we ask for the privilege of appearing before your sub- 
committee although we recognize the vital importance of this committee to the 
efficient operation of the Veterans’ Administration and the welfare of millions 
of veterans and dependents of veterans. 

I have no intention or desire to belabor the committee with an exhaustive and 
critical analysis of the proposed VA budget for. fiscal 1958. In looking over 
the estimate submitted by the Veterans’ Administration to the Bureau of the 
Budget and the estimate which has been submitted to the Congress with the 
endorsement of the Bureau of the Budget and the consideration of the House, 
we find that with a few exceptions the Bureau of the Budget and the House 
have accepted the VA estimates and, in some instances, increased the VA esti- 
mate. 

One exception which disturbs the Veterans of Foreign Wars is the difference 
between the estimate submitted to the Bureau of the Budget by the Veterans’ 
Administration and the estimate submitted to the Congress through the Bureau 
of the Budget and acted upon by the House in the item “Hospital and domiciliary 
facilities.” It is noted the VA estimate on this item which was submitted to 
the Bureau of the Budget recommend $114,516,000 while the estimate submitted 
to Congress through the Bureau of the Budget amounts to $50,000,000. This 
figure was further reduced by action of the House upon recommendation of the 
House Appropriations Committee. This represents a tremendous reduction in 
this particular item. Consequently, the Veterans of Foreign Wars assume that 
funds for the construction of certain hospitals have been deleted. 

It is the understanding of the Veterans of Foreign Wars that the reduction 
in the item “Hospital and domiciliary facilities’ represents the elimination of 
construction funds for new VA hospitals to replace existing VA hospitals at 
Washington, D. C.; Cleveland, Ohio, and Oakland, Calif., plus some additional 
economies suggested by the House. Our information is based on evidence gath- 
ered by Members of Congress who are genuinely interested and concerned over 
the need for full speed ahead on the construction of these three new hospitals. 

New hospitals at Washington, D. C., Cleveland, Ohio, and Oakland, Calif., 
have heen approved all along the line, by the Veterans’ Administration, the Bu- 
reau of the Budget and the Congress. The need for these new hospitals is evident 
to all who have any knowledge of the VA hospital and medical treatment pro- 
gram in these three areas. It would be tragic to further delay or discourage 
progress on the plans for the construction of these three sorely needed hospitals. 
Undoubtedly, the argument has been advanced that the construction money 
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might not be needed in fiscal 1958 and, consequently, should not load up the 
budget. This argument was exploded by the chief of construction for the Vet- 
erans’ Administration who testified recently before the House Veterans’ Affairs 
Committee that contracts on these three hospitals would be ready to let in early 
spring of 1958 and deletition of the funds would delay construction for at least 
1 year. Unless there is a scheme to eventually scuttle these new hospitals there 
is no good reason why encouragement should not be given the Veterans’ Admin- 
istration to proceed forthwith with the construction program by providing con- 
struction funds for these three hospitals in fiscal 1958. 

It is our belief, based on past experience, that if the construction funds for 
these three hospitals are eliminated in the fiscal 1958 budget such action will not 
only delay final completion but might possibly result in the construction program 
becoming trapped in some new emergency next year which would further postpone 
construction of the hospitals. We strongly urge that your subcommittee change 
the 1958 VA budget estimate as approved by the House of Representatives on the 
item “Hospital and domiciliary facilities” back to $114,516,000 as proposed in the 
1958 budget estimate submitted by the Veterans’ Administration to the Bureau 
of the Budget. 

The House Committee on Veterans’ Affairs recently held lengthy hearings on 
the hospital and medical treatment program for veterans as administered by 
the Veterans’ Administration. The official printed hearings on this subject 
covered almost 1,200 pages in the standard size printed hearings report. The hear- 
ings began February 20, 1957, and continued well into March. The attention of 
your committee is directed to the voluminous hearings report on this subject be- 
cause of the wealth of pertinent information contained therein. Testimony 
was given by a representative cross section of groups and organizations in and 
out of the Government who are daily concerned with the problems of hospitaliza- 
tion and medical treatment. It is the consensus of opinion that these hearings 
developed the unquestioned need for a nationwide expansion and modernization 
of the Veterans’ Administration hospital program if minimum needs of veterans 
are to be met. 

I can think of no benefit more precious to the great majority of veterans than 
the privilege of hospital care and medical treatment. We recognize this precious 
benefit is mandatory only for those who have service-connected disabilities for 
which they are in need of treatment; and that for others it is truly a privilege 
conditioned upon need for treatment, the availability of hospital beds and the 
question as to whether the veteran can afford to pay for treatment in a private 
hospital. My years of experience representing the Veterans of Foreign Wars 
reveals clearly that veterans are more sensitive and react more quickly to any 
reduction or attack upon the hospital and medical-treatment program than for 
almost any other benefit. 

It is not strange that veterans should be so interested in the hospital and 
medical-treatment program. The American people, as a whole, are vitally con- 
cerned with hospitalization and medical treatment because mankind is afflicted 
with illnesses and diseases, both obvious and obscure, as well as minor and major 
accidents. The problem of adequate hospitalization and medical treatment and 
its cost, as it affects all our people, is under constant study, change, praise and 
criticism. It seems generally agreed that the national hospital and medical-treat- 
ment program for all our population is inadequate and that there is an increas- 
ing demand for expanded and improved facilities, as well as for the training 
of additional doctors, dentists, nurses and technicians. This general inadequacy 
of hospital facilities and medical personnel is reflected in the special program for 
veterans and, no doubt, accounts for the deluge of complaints which were regis- 
tered before the House Veterans’ Committee in the hospital and medical-treat- 
ment hearings. 

We recognize the present public reaction to continued heavy spending and high 
taxes and the sincere desire to find places and ways and means in which the 
Federal budget can be trimmed. We appreciate the problem confronting Mem- 
bers of Congress with respect to this issue but it is our considered judgment 
that the American people would not insist upon further delaying the obvious and 
well-documented need for new hospital construction as one of the places where 
the Federal budget should be reduced. We sincerely hope your subcommittee 
will restore to the fiscal 1958 budget estimate for the Veterans’ Administration 
the necessary funds in the item “Hospital and domiciliary facilities” to proceed 
with the construction of hospitals at Washington, D. C.; Cleveland, Ohio: and 
Oakland, Calif. 

Thank you for your courteous consideration. 
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HOSPITAL CONSTRUCTION 


Mr. Srover. My name is Francis W. Stover, legal counsel for the 
national legislative service of the Veterans of Foreign Wars. Our 
position is, from what I have just heard, either identical or very similar 
to the American Legion’s in behalf of these three hospitals that have 
been deleted from the appropriation. 

Senator Magnuson. What would be your idea on the suggestion 
made by the Congressmen to see if we cannot work out something 
whereby all five of them could get going ? 

Mr. Srover. That sounds like a reasonable proposal in light of the 
fact that it is going to take at least 2 or 214 years to build any one of 
them, as I understand it. 

Senator Maenuson. We will pursue that with them when we bring 
them back here when they bring us their information. 


HOSPITAL IN ROCKVILLE, MD. 


Mr. Stover. All right. We will appreciate your consideration on 
that. 

You asked a question here a while ago about this hospital here in 
Washington. As I understand it, it actually is to be constructed in 
Rockville, Md., which, as you know, is about 8 miles northwest of 
Washington. 

Senator Macnuson. We find sometimes here the need for certain 
types of Government institutions and the need is obvious to everyone, 
but we run into delays often because of the inability to find a location 
when we want to put it right in the District of Columbia, and that 
sometimes these programs can proceed with much greater dispatch 
when we can find available land outside the District proper. 

Mr. Stover. We are not opposed at all to that. I just mentioned 
that'to you. 

I do not think the question was answered, or I did not hear it. How- 
ever, these three hospitals are of vital concern to the Veterans of 
Foreign Wars. 

Senator Macnuson. I have been to our meetings at home in my own 
little post there of the Veterans of Foreign Wars and everybody is 
getting more and more concerned—and this is the national viewpoint, 
too, I suspect—as Mr. Ketchum mentions here briefly at the end, with 
not only ‘the bricks and mortar for veterans hospital care, but the 
crying need to attract better personnel, not that the personnel is not 
there, but to give more incentive, and particularly in the NP cases, 
which are rising at an alarming rate. 

Mr. Srover. That is absolutely true. That testimony was brought 
out in the House hearings. 

Senator Magnuson. That is now one of our prime problems in 
veterans’ care. 

HOSPITAL SHORTAGE 


Mr. Srover. I believe it is recognized there is a hospital shortage 
all over in both veteran and nonveteran, and this hospital here in 
Washington used to be an old girls’ school and somewhere along the 
way the Veterans’ Administration got it, and actually, it is not a hos- 
pital constructed as such. 
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The same thing is true in Oakland, Calif. It is an old hotel. There 
is a crying need there for renovation, and in this case with the replace- 
ment of existing structures. 

Senator Maenuson. All right, sir. 

Mr. Srover. Thank you. 


COMMUNICATIONS 


Senator Macnuson. Here are some more letters for the record, relat- 
ing to civil service and civil defense. 

(The letters referred to follow :) 

UnNitep States SENATE, 
COMMITTEE ON ForEIGN RELATIONS, 
April 6, 1957. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR HAYDEN: I am enclosing a letter addressed to the Senate Appro- 
priations Committee by Judge Henry S. Waldman, Chairman of the International 
Organizations Employees Loyalty Board of the United States Civil Service Com- 
mission. I will appreciate it if you will have Judge Waldman’s letter made a 
part of the committee records on the independent offices appropriation bill. 

As will be noted from the records in previous years, members of this board were 
exempt from the provisions of the Federal conflict of interests statutes due to 
the fact that they were per diem employees. In previous years, this provision 
exempting the Board members has appeared at the foot of the independent offices 
appropriation bill. This year, during the debate on the floor of the House, this 
provision was deleted and Judge Waldman and the other members of the Board 
are requesting that the provision be reinserted by the Senate. 

With many thanks for your attention to this matter, I remain 

Always cordially yours, 
H. ALEXANDER SMITH. 


Unirep States Crvit SERVICE COMMISSION, 
INTERNATIONAL ORGANIZATIONS EMPLOYEES LOYALTY BOARD, 
Washington 25, D. C., April 3, 1957. 
SENATE APPROPRIATIONS COMMITTEE, 
Senate Office Building, Washington, D.C. 


GENTLEMEN: I wish to file a statement before your honorable committee 
urging the committee to append the following language to the Civil Service 
Commission appropriation for 1958, which appropriation is a part of the inde 
pendent offices appropriations bill: 

“Provided further, That nothing in sections 281 or 283 of title 18, United 
States Code, or in section 190 of the Revised Statutes (5 U. S. C. 99) shall be 
deemed to apply to any person because of appointment for part-time or inter- 
mittent service as a member of the International Organizations Employees 
Loyalty Board in the Civil Service Commission as established by Pxecutive 
Order 10422, dated January 9, 1953; as amended.” 

The International Organizations Employees Loyalty Board; of which I am 
Chairman, is by Executive order of the President appointed by the Civil Service 
Commission, and is a part of it. 

Our Board has charge of screening the loyalty of American citizens who work 
for all international organizations of which the United States is a member, and 
during our existence the past 4 years we have screened more than 6,300 cases. 
Three of our members are lawyers and four are laymen. We get paid on a per 
diem basis only when we are actually employed, and that is very infrequent. 
Frankly, we work for the Government out of a matter of pride as the compensa- 
tion is sporadic and low. One of our lawyers is Mr. George J. Kauffman of 
Lexington, Ky:, who is known to Senator Cooper; another is Mrs. Katherine 
S. Carpenter of Jersey Shore, Pa:; and the third is myself, a friend and con- 
stituent of Senators Smith and Case of New Jersey. 

When the House of Representatives considered the Civil Service Commission 
appropriation, and especially the appropriation for our group, on or about March 
19, 1957, it deleted from said appropriation bill the “conflict of interests” clause 
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hereinabove set forth. This, despite the fact that for 10 years last past said 
clause exempting members of our Board has been a part of the appropriations 
bill. Similar clauses have been passed by Congress in many other acts covering 
members of Government commissions and boards who work on an honorary or 
part-time basis. ; 

We respectfully urge your committee to include said clause in the civil service 
appropriations bill because if it is omitted the lawyer members of this Board 
will be barred under Federal statutes from taking any cases in which the Gov- 
ernment has an interest from this day on. For instance, we could not handle 
an immigration case, a tax case, a criminal case, or appear before any Govern- 
ment boards and commissions. It is unfair to us because whenever we work 
for the Government the amount of compensation we receive is so small that we 
would be compelled to resign from Government service, and you would never get 
a lawyer to serve on a Government board or commission if the “conflict of inter- 
ests” clause were not made part-of the bill. 

There is no information which comes to us which we could use for private 
advantage. We are happy and proud to serve our Government despite the fact 
that the pecuniary benefit to us is slight, and much, much less than any of us 
could earn in our daily practice. When we accepted our position the annual 
appropriations bill exempted us from the Federal statutes. 

It is my considered judgment that the aforesaid exemption from the “conflict 
of interests” statutes has a proper place at the foot of the appropriations bill for 
the Civil Service Commission. When the old Loyalty Review Board was in ex- 
istence and lawyers served the Government from all over the country a similar 
exemption statute was part of their appropriations bill. 

I respectfully urge the Senate Appropriations Committee to restore the ex- 
emption clause to the appropriations bill, to the end that we might continue to 
honorably serve our Government without subjecting ourselves to criminal punish- 
ment under existing Government statutes. 

Respectfully yours, 
Henry S. WALDMAN, Chairman. 


PHILADELPHIA NAvy YARD Group LIFE INSURANCE ASSOCIATION, 
April 2, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Senate Subcommittee on 
Independent Offices Appropriations, 
The United States Senate, Washington, D. C. 

Dear SENATOR MAGNUSON : Our association, the Philadelphia Navy Yard Group 
Life Insurance Association, is, as the name suggests, an association of civilian 
employees of the Philadelphia Naval Base who have associated themselves to- 
gether for the purpose of obtaining group-life-insurance benefits. Presently, 
there are approximately 9,200 members of the association in good standing; the 
net assets of the association are now valued at approximately $434,000. 

Shortly after the amendment, on August 11, 1955, of the Federal Employees 
Group Life Insurance Act of 1954, this association notified Mr. Warren B. Irons, 
Director of the Department Operations of the United States Civil Service Com- 
mission, of its desire to take advantage of section 10 of the act as amended. The 
notification was given to Mr. Irons in his office on September 26, 1955, by counsel 
for this association. 

Negotiations were then opened with the Civil Service Commission. Certain 
questions were submitted by the Civil Service Commission to this association, 
all of which were very promptly answered. Thereafter, the Commission re- 
quested certain legal, administrative, and financial data which also were promptly 
furnished, and it was proposed that the Commission take over this association 
during the summer of 1956. 

After the Civil Service Commission had instructed this association to convert 
its holdings of common and preferred stocks and, similarly, to convert its mort- 
gages, by letter dated August 3, 1956, the Commission advised this association 
that under Public Law 623, the Independent Offices Appropriation Act for the 
fiscal year 1957, the expense limitation was so reduced that the Commission 
could only service the Employees Beneficial Association Life Insurance agree- 
ments that it had already assumed, and that this meant that the Commission 
was obliged to postpone indefinitely any new assumption date for this association. 
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In the meanwhile, considerable expense had been incurred by this association, 
in an effort to comply with the requirements of the Commission. Meetings had 
been held and much time had been spent by the officers of the association in the 
preparation of the required data. No new members could be admitted to the as- 
sociation and this in itself resulted in an operating loss to the association of 
approximately $24,000 for the year 1956. 

Prior to the Commission’s advice to this association on August 3, 1956, of the 
expense limitation, the Commission assumed the life-insurance agreements 
of 16 similar associations having a membership of slightly more than 54,000. As 
of that date, there remained 9 associations which sought to have the Commis- 
sion assume their life insurance agreements, and those 9 associations had ap- 
proximately 95,000 members. 

It is understood that the Civil Service Commission requested an appropriation 
for the fiscal year 1957 of $194,000 to enable it to assume the life-insurance agree- 
ments of the nine remaining Federal associations, including this association, 
However, this association is further informed that it is now proposed to curtail 
the appropriation to $117,500 from the $194,000 that was requested, and that this 
curtailment will prevent the Commission from assuming the life-insurance agree- 
ments of this association. 

It should be pointed out that under section 10 of the act, as amended, August 
17, 1957, is the date beyond which no further agreements may be assumed by 
the Commission. It is believed that the nine remaining uncovered associations 
will wither on the vine if their life-insurance agreements are not assumed by the 
Commission, as difficulty will be experienced in recruiting new members at ages 
young enough to permit acceptable group insurance rates, and upon the deaths 
of the older members the membership will become sharply decreased until fore- 
seeably the association will become extinct. 

The failure of the Congress to appropriate funds sufficient to enable the Civil 
Service Commission to take over the remaining 9 associations will, it is sub- 
mitted, result in discriminatory action against the 9 and in favor of the 16 
associations, the life-insurance agreements of which have been assumed by the 
Commission. Obviously, there is no valid reason why one so-called Federal 
association should be treated more favorably than another association similarly 
situated. Then, too, after this association had been given assurances in good 
faith by the Civil Service Commission, that its life-insurance agreements would 
be assumed, and after considerable effort was made by this association to comply 
with the requirements of the Commission, and it may be remarked parenthetically 
that this association had practically complied with all of the requirements of the 
Commission when, on August 3, 1956, it was advised by the Commission of the ex- 
pense limitation, it seems to us that a moral estoppel against the withholding of 
requisite funds was created. 

It is sincerely hoped that your committee will reconsider the position that we 
understand has been taken and will recommend an appropriation of funds suffi- 
cient to enable the Civil Service Commission to assume the life-insurance agree- 
ments of the 9 associations, including ours. 

If it is your desire, we should be pleased to have this statement placed in the 
record of the proceedings before your subcommittee. 

Thanking you for such consideration as you may give to this appeal, T am. 

Respectfully yours, 


L. Forenettr, President. 


oe 


WASHINGTON, D. C., March 26, 1957. 
CHAIRMAN, APPROPRIATIONS COMMITTEE, 


United States Senate, Senate Office Building, 
Washington, D. C. 


Dear Sr: I have been greatly disturbed to learn recently that the House 
Appropriations Committee has rejected an administration request for $99,200 
to protect some 90,000 Federal employees and former employees against loss of 
long-held life insurance policies. 

I am a former employee, with two insurance policies involved—one of which 
I have been paying on for about 30 years and the other over 20 years. 

Congress has authorized the Civil Service Commission to take over all Federal 
employee beneficial association written insurance and continue it in force as part 
of Government’s group insurance plan for its employees. Last year the Com- 
mission took over the insurance of 16 associations with 54,000 members. No 
appropriation would have been required. But recently the House committee 
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turned down the Commission’s request for $99,200 to permit the takeover of 
the remaining 9 associations. 

The money would have come from the steadily-growing reserve in the group 
insurance fund—a reserve which now stands at more than $75,000,000. Of 
course the expense would be a continuing one, I realize. By law, the Commis- 
sion has until August 17 to take over this insurance with premiums frozen 
at existing level. 

The beneficial associations are being forced out of business because they 
cannot compete with the Government program’s low rates and thus will be 
forced to raise their premiums higher and higher until the insurance is worthless. 

I sincerely hope and pray the Senate will reverse the action of the House 
committee. 

For those of us who have had continual illness and terrifying medical ex- 
pense in their family, as I have, and have had to make desperate efforts to hold 
on to all insurance and to keep up group hospitalization, this is a real blow. We 
took these policies out in good faith and then we read of waste and extravagance 
uncovered by the Hoover report—stockpiling 8 years’ supply of batteries good for 
only 2 years. Still buying commodities when there is a supply for 128 years. 
Please don’t let us lose our insurance. If we do, can we depend on the promises 
of social security and the worth of Government bonds? 

We will be all so grateful if the Senate will take just action. 

Sincerely, 
Mrs. Louise C. KELLER. 


AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES, 
AFFILIATED WiTH THE AFL-CIO, 
Washington D. C., April 1, 1957. 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C. 


Dear Senator Haypen: There is currently pending in your committee H. R. 
6070, the independent offices appropriation bill for fiscal 1958. 

Included in the measure is an item covering administrative expenses of the 
employees life insurance fund to reimburse the Civil Service Commission for 
expenses involved in handling the insurance program for Federal employees 
and their families. However, it is our understanding that an additional $100,000 
is necessary to permit the Commission to assume the obligations of employee 
beneficial associations under Public Law 356, 84th Congress. 

This statute was enacted to permit the Commission to take over the beneficial 
plans because of the inadvisibility of their continuing actively in this field with 
the enactment of the Federal Employees Group Life Insurance Act of 1954. 

A time limit of August 17, 1957, was placed upon the Commission’s assumption 
of the assets and liabilities of the beneficial systems. 

To date, the Civil Service Commission has taken over 16 of these groups. 

However, funds have not been provided to enable the agency to accept the 
remaining associations. 

Our information indicates approximately $100,000 will be required to finance 
the final phase of the operation and that it has been requested on several 
oceasions by the Civil Service Commission. Congress, to this point, has not 
deemed it wise to approve the requested funds. 

As indicated above, the time limit for eompleting the transfer of the nine 
plans is fast approaching. If action cannot be taken by that time to have the 
Commission assume the associations’ obligations, it may well mean that the 
employee beneficiaries and their families may lose the protection many of them 
have paid for over a number of years. 

We are most hopeful that the Senate Appropriations Committee will see fit 
to restore this amount in H. R. 6070 so that the intent of Congress in enacting 
Public Law 356 can be fully implemented before the statute expires. 

Sincerely, 


JAMES A. CAMPBELL, National President. 
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Aprit 8, 1957. 
Mr. KENNETH WILLIAMSON, 
Associate Director, American Hospital Association, 
Washington, D. 0. 


Dear Mr. WILLIAMSON: I have you letter of April 5, expressing concern over 
the cut made by the House in the appropriation for the Federal Civil Defense 
Administration permitting the stockpiling of medical and surgical supplies. 

Your letter has been referred to the subcommittee on the Independent Offices 
appropriation bill for 1958, under the chairmanship of Senator Magnuson, with 
the request that it be included in the hearings on the bill and be considered by 
them in connection with the requested restoration of such funds. 

Yours very sincerely, 


CakL HAYDEN, Chairman. 


AMERICAN HOSPITAL ASSOCIATION, 
WASHINGTON SERVICE BUREAU, 


April 5, 1957. 
Hon. CarL HAYDEN, 


Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C. 


DeAR SENATOR HAYDEN: The American Hospital Association wishes to express 
to you the concern of the Hospitals of the United States over the action of 
the House of Representatives in cutting the appropriation of the Federal Civil 
Defense Administration permitting the stockpiling of medical and surgical sup- 
plies. The hospitals of the country are a vital factor in the Nation’s civil-defense 
program. Experience has demonstrated that in time of disaster, people first 
turn to hospitals for health care, medical supplies, food, and even for shelter 
and clothing. We, therefore, have a vital concern with the stockpiling and 
availability of medical and surgical supplies. 

To date enough supplies have been procured to provide basic medical care 
for an estimated 4% million casualties for 3 weeks, with the exception of em- 
ergency hospitals which have procured in an amount sufficient to provide hospital 
care for about 144 million casualties. The attack pattern used for FCDA’s 1956 
Operation Alert produced approximately 10,630,000 surviving casualties. This 
was a limited “attack” in which only a portion of the Nation's targets were 
struck. From this, it may be seen that there is a great deal still to be done in 
the way of stockpiling medical and surgical supplies to provide for the casualties 
that would result from an enemy attack using present-day weapons. 

To the quantity of supplies required for the care of casualties must be added 
the supplies necessary to provide continued hospital and medical care for the 
noncasualty population on whose health the job of recovery from attack will 
in no small measure depend. Considering the conditions under which a large 
part of our population will have to live following an attack, it has been estimated 
by FCDA that the proportion of our noncasualty population that will require 
some form of medical care at any given time will be over twice that experienced 
under normal peacetime conditions. Supplies must be stockpiled for this pur- 
pose as well as for the care of casualties. 

In addition to the task of stockpiling medical and surgical supplies for the 
care of casualties and noncasualties, there is the problem of the length of time 
that would be required to reestablish the medical-surgical supply industry. 
Representatives of the United States Public Health Service that have looked into 
this situation have stated that from 1 to 3 years will be required to reestablish 
the flow of just the basic medical-surgical and pharmaceutical supply items. As 
a result of this, it will be necessary to depend solely on the stockpile of supplies 
existing at the time of attack for a considerable length of time. 

The present stockpile is inadequate to meet the needs described above. We 
feel that to suspend completely the procurement of medical-surgical suppiies 
would be a mistake. 

We urge that the committee consider stipulating the following qualifications 
with respect to the allocation of funds which we believe would recognize the 
criticisms voiced in the House: 

1. That future stockpiles be decentralized and stored at reasonably safe 
distances from target areas; 

2. That existing stockpiles of supplies be redistributed if they are located 
in vulnerable areas; and 
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3. That authorization be given to permit prepositioned civil defense emer- 
gency hospitals to be used for training purposes. 


Therefore, the American Hospital Association urges that your committee take 
action to make available to the Federal Civil Defense Administration such por- 
tion of the appropriation requested for stockpiling of medical and surgical sup- 
plies which, in your judgment, will carry out the purposes enunciated in this 
letter and insure the continued security of the American people. 


We would be pleased if this letter could be made a part of the records of your 
_committee. 


Sincerely yours, 


KENNETH WILLIAMSON, 
Associate Director, American Hospital Association. 


UNITED STATES SENATE, 
COMMITTEE ON GOVERNMENT OPERATIONS, 


March 4, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, United States Senate, 
Washington, D.C. 

DEAR WARREN : I am enclosing herewith a letter I have received from one of my 
constituents, Mr. George W. Carnachan, civil defense coordinator for the county 
of Milwaukee. 

Mr. Carnachan has asked me to turn his letter over to you with the request that 
it be placed in the hearings on the civil defense appropriations, and that it be 
made a part of the official record. 

I would appreciate vour advising me if this will be done. 

With kindest regards, I am 

Sincerely yours, 


Jor McCarrHy. 


Marcu 8, 1957. 
Hon. JosrrH R. McCartry, 


United States Senate. 


Dear JoE: Pursuant to the request in your letter of March 4, at the time of the 
hearings before the Independent Offices Subcommittee on funds for the Federal 
Civil Defense Administration, I will be glad to include in the record the tetter 
which you enclose from Mr. George W. Carnachan, civil defense coordinator 
for the county of Milwaukee, in support of the full budget request. 

Kindest regards. 

Sincerely yours, 
WARREN G. MAGNUSON, 
Chairman, Subcommitice on Independent O fiices, 
Senate Committee on Appropriations. 


COUNTY OF MILWAUKEE, 
OFFICE OF CIVIL DEFENSE, CourT HOUSE, 


Milwaukee, Wis., February 5, 1957. 
Hon. JosreH McCarrny, 


Senate Office Building, Washington, D. C. 


Dear SENATOR McCarunty: Your attention is invited to the budget of the Fed- 
eral Civil Defense Administration now pending in Congress as recommended by 
the President. This budget puts emphasis on three areas of expansion, the largest 
being in the field of public education. The breakdown is as follows: Operations, 
$25 million; Federal contributions, $17 million; emergency supplies and @quip- 
ment, $75 million; survey, p!ans, and research, $6,700,000: civil defense functions 
of other Federal agencies, $6,300,000; funds for matching local administrative 
expenses $50 million ; total, $180 million. 

To those of us who have struggled with the problem of obtaining sufficient funds 
for our personnel and equipment and for the organization in civil defense since 
1950, this small increase in the Federal budget comes as a great encouragement. 
The burden of civil defense has been mostly on the municipalities and the local 
governments during this time. The budget of the county of Milwaukee alone 
for its overall services to the several municipalities over this period has been 
approximately one-half million dollars. If civil defense is national defense, 
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‘which has been aptly demonstrated, it would appear that the local govern- 
ments and the State is entitled to a respite from the considerable and over- 
hanging burden of administrative costs and equipment expenditures. This in- 
crease, while small, is welcome in that it offers a measure of financial relief 
to the various local governments. 

On the national scene, we have the Federal Government expending in excess 
of $40 billion annually for the maintenance and equipment of the services in 
the Defense Department: the Army, Navy, Air Force, ete. In my testimony 
before Mr. Holifield’s committee, I pointed out that at no time had the budget 
of the Federal Civil Defense Administration exceeded $100 million for civil de- 
fense which is actually the nonmilitary part of the national defense effort. It 
is incongruous to expect to support a $40 billion defense structure upon a civilian 
economy which is not organized at this moment to function in event of all-out 
nuclear warfare which, as the President recently mentioned in his address to 
the Congress, might easily consist of the United States being hit by 500 war- 
planes carrying as much as 5 million tons of nuclear explosive force. Inasmuch 
as the Armed Forces must be supported both in their manpower requirements 
and also in their equipment and supply requirements by the civilian manpower 
reserves and industrial potential, it is vital that this nonmilitary arm of national 
defense be organized. In other words, that more effort, time, and money should 
be expended in this organization. 

It is for this reason that I am recommending to you that you support the 
President in his budget request, which I believe to be quite realistic insofar as 
it relates to civil defense. I would also at this time invite your attention to the 
bill currently introduced in the House by Mr. Holifield which is identified as 
H. R. 2125, 1st session, 85th Congress. This bill, which was referred to the Com- 
mittee on Government Operations, embodies the recommendations of civil-defense 
organizations throughout the Nation and is believed to be a realistic piece of 
legislation which would recognize the need for properly organizing civil defense 
throughout the Nation. Mr. Holifield, as you know, conducted extensive hear- 
ings, and this bill is based on a rather formidable mass of factual data, as re- 
vealed in testimony before his committee. 

It will be appreciated if you will give these matters your favorable attention 
when they come up for action before the Congress. Thanking you for your con- 
sideration and with kindest personal regards. 

Very sincerely, 
GEORGE W. CARNACHAN, 
Civil Defense Coordinator. 


UNITED STATES CrviL DEFENSE COUNCIL, 
Los Angeles, Calif., March 29, 1957. 
Hon. Cart HAYDEN, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR HAYDEN: The more than 500 city and county civil-defense di- 
rectors who comprise membership of the United States Civil Defense Council 
have expressed deep concern over the recently announced cuts in the House ap- 
propriation bill for civil defense. 

The progress, stability, and effectiveness of local civil defense programs are 
directly related to the leadership and support of the Federal Civil Defense Ad- 
ministration. As such, the severe cuts as announced will be a sharp blow to the 
national civil defense program on the grassroots level. 

We deeply appreciate that the members of this congressional committee are 
Meat concerned, as we are, in the safety and welfare of the people of our 
Nation. 

For these reasons, we respectfully request your consideration in restoring the 
budget as recommended by the President and the Federal Civil Defense Admin- 
istration. 

Sincerely, 
RicHaArp F. Lyncn, President. 


BERKS COUNTY CIVIL DEFENSE COUNCIL, 
Reading, Pa., April 1, 1957. 
The CHAIRMAN OF THE APPROPRIATIONS COMMITTEE, 
Senate Office Building, United States Senate, Washington, D.C. 
Dear Mr. CHAIRMAN: At the steering committee meeting of the Berks County 


Civil Defense Council held Friday, March 29, 1957, the attached resolution was 
unanimously passed. 
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Will you please give it your careful consideration in order that civil defense 
ean go forward in its “survival” program? 
Yours very truly, 
CHARLES S. ADAMS, Director. 
Mrs. MarGuprite V. OSMAN, 
Bzecutive Director. 


Whereas the security of the United States depends to the same degree upon 
the preparedness of the certain population through civil-defense measures as it 
does upon the readiness of the Armed Forces; and 

Whereas the danger to the security of the United States is as potent today 
as at any previous time in our history ; and 

Whereas it is obvious that the United States must live within its expected in 
come, and, accordingly, must eliminate such expenditures which are not abso- 
lutely essential to the public welfare : Therefore be it 

ResolWwed, That the Berks County Civil Defense Council go on record this day 
as expressing concern that the proposed cut in the civil-defense budget will 
seriously impair the effectiveness of the already limited civil-defense activities ; 
and be it further 

Resolved, That priority be given to measures promoting a more vigorous and 
practical program by the Federal Government implementing civil-defense pre- 
paredness, and that necessary economies in Government spending be instituted 
in areas that are not vitally necessary to the public good. 


CHaries 8S. ADAMS, 
Director, Berks County Civil Defense. 
WARREN J. HEss, 
Deputy Director, Berks County Ciwil Defense. 
MARGUERITE Voss OSMAN, 
Executive Director. 
Dated March 29, 1957. 


ConTRA Costa CouNTY, 
Martinez, Calif., March 14, 1957. 
Hon. THomas H. KvucHet, 
United States Senator, Senate Office Building, Washington, D. C. 


Dear SENATOR KucHEL: On May 15, 1956, the Contra Costa County Board of 
Supervisors forwarded a resolution to you requesting that Federal funds be 
provided for matching administrative costs in connection with carrying on local 
civil-defense operations. 

The Federal Civil Defense Administration budget for the coming fiscal year 
requests funds to carry out this extremely important part of the national civil 
defense program. The county of Contra Costa is very much interested in the 
approval of the total budget request of the Federal Civil Defense Administration 
for the fiscal year 1957-58 as presented to the Congress by President Eisenhower. 
We believe that the Federal Government must provide positive leadership in the 
civil-defense program. We, in Contra Costa County, as is generally true through- 
out the Nation, are interested in improving our local civil-defense program in 
partnership with the Federal Government. 

Your assistance in advising Hon, Clarence Cannon, chairman of the House 
Appropriations Committee, and Hon. Albert Thomas, chairman of the Subcom- 
mittee for Independent Offices, of our sincere interest in the approval of the 
full amount of the budget request of the Federal Civil Defense Administration 
during fiscal year 1957-58, and of our particular interest in the $50 million budget 
request which would provide funds for matching local administrative expenses, 
will be deeply appreciated. 

Sincerely, 
WILLIAM W. Warp, Jr., 
Director. 


Crry or AMARILLO, Trex., February 25, 1957. 


Subject: Legislation affecting civil defense. 
To: Hon. Lyndon Johnson, Senator, Congress of the United States. 


We would sincerely appreciate your contacting one of the members of the Sub- 
committee for Independent Offices of the Government (Appropriations Commit- 
tee) and urging their favorable consideration of the President’s budget request 
for the Federal Civil Defense Administration. 
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Favorable consideration of this part of the budget request is extremely im- 
portant to the continued success of the civil-defense efforts. 
Your usual kind consideration of this matter will be greatly appreciated. 
Cot. R. L. Roseserry, Coordinator, 


FeperaL Communications Commission 


RADIO-ELECTRONICS-TELEVISION MANUFACTURERS ASSOCIATION 


STATEMENTS OF JAMES D. SECREST, EXECUTIVE VICE PRESIDENT, 


AND CARROLL M. WHITE, MANAGER OF MOBILE RADIO COM- 
MUNICATIONS 


SAFETY AND SPECIAL RADIO SERVICES 


Senator Magnuson. We next have Mr. White. Is Mr. White here? 

Mr. Wuire. Yes, sir. 

Senator Macnuson. I understand you want to present a statement 
for Mr. Secrest. 

Mr. Wurre. Mr. Secrest is here, also. 

Senator Macnuson. All right. 

This is on the Federal Communications budget. 

Mr. Secrest. That is correct. 

Senator Magnuson. Thisison Safety and Special Services. 

Mr. Secrest. On the Bureau of Safety and Special Radio Services. 

Senator Macnuson. For the record, they testified at some length 
that they thought the House cut would have the greatest impact upon 
that division in the Federal Communications Commission than the 
other cuts made. 

PREPARED STATEMENT 


Mr. Secrest. That is what we are afraid of, Mr. Chairman. Ihave 
this statement which I would like to offer for the record, but will 
briefly summarize it in the interest of time, and then I would like to 
have Mr. White supplement that with additional information from the 
user point of view. 

Senator Macnuson. All right. 

(The statement referred to follows :) 


Mr. Chairman and members of the subcommittee, we appreciate this oppor- 
tunity to discuss the budget of the Federal Communications Commission for the 
1958 fiscal year, and we offer the cooperation of the Radio-Electronics-Television 
Manufacturers Association in developing any information or facts which might 
be helpful to you in making your decision. 

Our primary interest in the FCC budget concerns the Bureau of Safety and 
Special Radio Services, because the activities of that particular Bureau directly 
affect the progress and use of two-way radio communications—more generally 
referred to as nonbroadcast usage of the radio spectrum. 

We are particularly concerned with the safety and special radio services be- 
cause these uses represent the fastest growing segment of the communications 
industry. The nonbroadcast use of two-way communications consists of 45 
different radio services in the aviation, marine, public safety, industrial, and 
land transportation fields. There are currently over 369,000 licenses authoriz- 
ing over 1.3 million fixed and mobile transmitters. To indicate the mushrooming 
growth of these services, 39,000 of these licenses, involving 410,000 transmitters, 
were authorized by the Commission in 1 year. 
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There are less than 5,000 stations on the air in commercial and educational 
AM, FM, and TV broadcasting. Thus there is a ratio of 260 nonbroadcast trans- 
mitters to 1 broadcast. Unfortunately, the nonbroadeast uses of radio are not 
apparent to the general public, as are radio and television broadcasting. How- 
ever, to the many thousands of persons who use it as an economic tool, two-way 
radio is a very important and essential factor in their daily lives and business. 
More and more the small-business man is depending on two-way radio, and often 
oo it spells the difference between profit and loss, between success and 
ailure. 

While many persons are familiar with the use of two-way radio by police and 
firemen and taxicabs, few are aware that this same method of communication 
is also used by thousands of buses, intrastate and interstate trucks, railroads, 
forestry and lumber operations, and public utilities. Two-way radio is also uti- 
lized in the drilling, production, refining, and distribution of petroleum, in many 
types of manufacturing, in road and building construction, and in farming and 
ranching. It has even proved a valuable aid in the operation of cemeteries. 

In fact, whenever it is necessary to control the movement of personnel or equip- 
ment, two-way radio is the most effiicent and economical method of maintaining 
contacts between mobile units and the center of operations. Many millions of 
dollars are invested annually in the purchase and maintenance of this equipment. 
Many more millions of dollars are added to our national economy through the use 
of this equipment. 

We are appreciatively aware of the sincere efforts being made to reduce the 
Federal budget. However, gentlemen, we wish to point out that the Government 
will reap a return in additional taxes many times greater than the relatively 
small sum required by the FCC to bring about adequate regulation of the two- 
way radio segment of the industry. 

We are concerned with the apparent inability of the FCC staff to keep pace 
with this eXpansion and growth. We are not being critical of past or present 
actions of the Commission. While we believe the Commission staff is doing excel- 
lent work with limited finances and personnel in the face of a tremendous growth 
in the field of two-way radio communications, we are concerned with the time 
it takes to develop rulemaking. It is essential to the safety and economy of the 
Nation that rulemaking be promptly brought to a current basis and be so main- 
tained. 

Further, delays of up to 90 days in the processing of applications for licenses 
are inimical to the best interests of public policy and contrary to the mandate 
of the Congress which requires that the public interest, convenience, and neces- 
sity be adequately served. We cannot believe the Communications Act permit- 
ting 90 days in application backlog was intended to apply to nonbroadcast oper- 
ations. 

The FCC budget, as passed by the Bureau of the Budget, carried provisions 
for 11.8 weeks’ backlog. The House cut, when applied across the board to the 
FCC budget, will add 1.8 weeks for a total of 13.6 weeks, or approximately 96 
days. This delay is contrary to the public interest and, we believe, truly merits 
correction by this subcommittee. 

In our opinion, the whole field of FCC-regulated activities will be slowed.down 
if you do not restore to the Commission the funds cut by the House. Congress 
has established certain mandates to the FCC in the public interest. To comply 
with these congressional provisions, the Commission will require funds not spe- 
cifically provided for in its budget. If the FCC is to meet these requirements 
without additional funds, some other field of regulation must suffer a setback, 
and the best interest of public policy will not be served. 

A great amount of preparatory work must be done for the International Tele- 
communications Union 1959 Conference in Geneva, and this imposes an additional 
load on an already overburdened Commission staff. This work is essential ; 
otherwise American interests will not be adequately protected. This Conference 
is of great importance to the field of nonbroadcast spectrum usage as it will 
directly influence the expansion potentials of the 25-50 megacycle band. Addi- 
tionally, results of the Conference will affect the entire spectrum above 890 mega- 
cycles insofar as its usage by the United States is concerned. 

There is an additional workload imposed on the Commission by Public Law 
985—the so-called small-boat bill. The inspection and licensing requirements 
assessed by this law places a “priority” obligation on the Commission. 

These and other congressional mandates, if properly carried out by the Com- 
mission, require additional funds for personne] and services. If such funds are 
not forthcoming, then other services will suffer through the divergencies bound 
to occur. 
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Within the past few days the Commission has released some seven dockets on 
proposed rulemaking in the matter of “split channels” for nonbroadcast opera- 
tions. This action has been delayed because of insufficient manpower, but all 
users are pleased that the proposals are finally out. A great amount of work 
is necessary before the final preparation of the rules. The Commission had re- 
quested funds for 13.8 man-years for other operations, mostly rulemaking. The 
House cut reduces this to the 1957 fiscal year position of manpower availability 
for rulemaking, and this in the face of the demonstrated sharp growth of the 
industry. 

We recall that in 1954 Congress took cognizance of the delays in application 
processing and appropriated an additional $200,000 to achieve a current basis of 
processing. Some $64,000 was returned as unexpended because it was not pos- 
sible to obtain personnel on such a marked short-time basis. We suggest it is 
more economical to allow a reasonable expansion of service in direct ratio to the 
industry-user needs than to permit radical curves of deficiences requiring sudden 
and drastic solutions not always compatible with interrelated operations, 

We urge your committee to provide adequate funds for the Commission to do 
the essential job of fostering a maximum effective use of the radio spectrum. 
Without funds to support an adequate FCC staff, both industry and the public 
will be deprived of an opportunity to make maximum use of the radio spectrum, 
and the expansion of our national economy will be unduly retarded. We submit 
that a modest increase in the FCC appropriation will be recovered many times 
over through increased taxes from new and larger business enterprises whose 
success depends upon rapid and dependable two-way radio communications. 


Thank you, Mr. Chairman and members of the committee, for this opportunity 
to present our position. 


VALUE OF RADIO SERVICES BUREAU 


Mr. Secrest. I do not think it is necessary, Mr. Chairman, for me 
to try to tell you the problem and what the value of the Safety and 
Special Radio Services Bureau is because, in your position here as 
chairman of the Senate Interstate and Foreign Commerce Committee, 


of course you are thoroughly familiar with that. 

I think perhaps some of the other members of the committee may 
not be as well aware of the importance of this particular bureau and 
its function. 

GROWTH OF TWO-WAY RADIO INDUSTRY 


I would like to emphasize, as an example, that whereas there are 
5,000 stations on the air in AM, FM, and TV, there are 369,000 licenses 
authorizing 1.3 million fixed and mobile transmitters, in the land- 
mobile services, an indication of the speed with which this two-way 
radio industry is growing, 38,000 of these licenses, involving 410,000 
transmitters, were authorized by the Commission in 1 year. 

In other words, this industry, two-way radio, has grown tremen- 
dously and the Commission staff, despite its efforts—and we are mak- 
ing no criticism of the Commission itself or the staff, who have done 
the best they could with limited manpower and facilities—have not 
kept pace. 

The popularity of two-way radio, and its use by a growing number 
of industries, has gotten far ahead of the Commission. 

Senator Magnuson. Their backlog is pretty big. It is not their 
fault because they do not have enough personnel. 

Mr. Secrest. That is correct. 

As a matter of fact, the backlog now is in the neighborhood of 90 
days, and the fear is—in fact, it is almost confirmed by what you just 
said— that with the cut the House made the backlog will even get 
worse. The 90-day backlog, Mr. Chairman, stifles the growth of this 










466 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


two-way radio industry. It prevents many would-be users from uti- 
lizing two-way radio communications, 

For instance, in the case of a building contractor, or in some of these 
Federal] highway programs, if the contractor has to wait 3 or 4 months 
to get a license, either the work is delayed or else he abandons the 
contract. Our fear is that the appropriation cut will hold back the 
industry, and will actually increase the backlog of applications. 
They are certainly behind now. 

There is another angle, Mr. Chairman, which I bring out in my 
statement. There are other activities of the Commission which were 
not taken care of specifically in the budget. These, of course, require 
additional manpower and time on the Commission and will further 
affect adversely the Safety Services Bureau. I call attention particu- 
larly to the International Radio Conference of 1959 for which the 
Commission has to prepare. 

Senator Macnuson. They mentioned that they were going to have 
a lot of extra work to get ready for that conference. 

Mr. Secrest. Our fear is that with this responsibility along with 
the cut, the Commission will be very seriously hampered as Far as 
the activities of two-way radio use are concerned. 

IT am sure I do not have to point out that the users of two-way radio 
extend throughout the country. There are many users in your State, 
as in other areas, such as the lumber and petroleum and shipping 
industries. 

Senator Macnvuson. The field of transportation. 

Mr. Secrest. Yes, the trucking industry is a tremendous user of 
two-way radio. 

Senator Magnuson. We have some farms out in my State that use 
two-way radio. 

Mr. Secrest. I do not doubt it. We find that even cemeteries are 
finding two-way radio communication useful. It is a tremendously 
growing industry. 

One other point, and then I will yield to Mr. White. We are con- 
fident that the small amount of money involved in giving the FCC 
what it needs to expedite both the application processing and the rule- 
making would be recovered several times in increased taxes if this 
industry is allowed to go to its full potential. 

Senator Macnuson. All right. 

Mr. White, do you have a statement. 

Mr. Wurre. Yes, sir. 

My name is Carroll M. White. I am manager of Mobile Radio 
Communications for the Radio-Electronics-Television Manufacturers 
Association. 

Thank you for this opportunity, Mr. Chairman, to give you some of 
the details contributing to the sharp growth of this industry. 

My position as manager of Mobile Radio for RETMA brings me 
in very close contact with the user groups, those who are using this 
equipment, and it affords me the opportunity to learn firsthand some 
of the problems of these users. 

The opportunity is also mine to contact a number of associations 
and services and businesses who are desiring to enter the field of 
two-way radio use. As these potentials appear and are added to the 
existing user growth factor, it becomes immediately apparent that 
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an increased burden is about to be placed on the cognizant Commis- 
sion staff. 
TWO-WAY RADIO USE BY MUNICIPALITIES 


As an example, recently the American Municipal Association peti- 
tioned the Commission for eligibility and allocations. The American 
Municipal Association represents some 12,000 municipalities through- 
out the United States. Their petition has been favorably incorporated 
in recent rulemaking proposals by the Commission, and it will provide 
for two-way radio use by not only the 12,000 municipalities, but will 
also include other categories of local government use, such as the 
States and the counties. 

Senator Magnuson. Has the Commission decided what to do yet 
with the telephone company’s application on that? 

Pi Wuirer. I could not discuss what the Commission has done on 
that. 

Senator Magnuson. Have they anounced that yet? 

Mr. Wuirer. I do not believe there has been a decision announced ; 
no, sir. 

Analysis within the American Municipal Association has projected 
the fact that approximately 50 percent, or some 6,000, of these munici- 
palities will be making license applications within a year after the 
rules are finalized. This means that the action will be starting in fiscal 
1958 and will present a load factor not included in the growth projec- 
tion of the Commission budget as initially prepared. 


USE OF TWO-WAY RADIO BY DOCTORS 


There is also another potential user, the American Medical Asso- 
ciation, which, in the past 2 weeks, has indicated the interest of their 
members in the use of two-way radio. The doctors are certainly find- 
ing the advantages of two-way radio will fill a need in their service to 
their communities. 

Senator Magnuson. Would that be in their automobiles? 

Mr. Wuirr. Yes, sir; in their automobiles. 

Senator Magnuson. Or from their homes to the hospitals? 

Mr. Wuirs. It could well be that, sir. 

Senator Magnuson. Maybe I will be able to pick up something from 
my bed, if I do not feel good and by calling my doctor, get him 
right there, and talk to him. 

Mr. Wurre. You have that practically available now, sir, and this 
would just extend the service. 

Senator Macnuson. He has a telephone, but he cannot carry that 
around with him. I mean if I did not catch him at his home or office, 
for instance. 

Mr. Wuirer. That is right. We have a great number of examples 
where it would have been most effective if the facility had been avail- 
able to them. 

Senator Maenuson. Their lives will not be their own when we get 
that. 

Mr. Wuirr. Even more than it is not at the present time. We 
add the doctor’s potential, and it becomes apparent that the hospitals 
are going to seek licenses for equipment that will be compatible with 
the operations of the doctors. When you add this growth to the 
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American Municipal Association, again there is a growth factor that 
was not included in the projections the Commission made in their 
budget. 

We make the statement of noninclusion in the budget because the 
Commission asked RETMA to correlate the projected growth as repre- 
sented by the individual industry members of RETMA. In making 
this projection, which we did for them in time for their budget, the 
information I have just developed has all come about subsequently. 

I have a chart here on the indication of growth. I realize this prob- 
ably could not be incorporated in the record because of the problem 
of duplicating. I will give you this one and we have additional 
copies if needed. 

Senator Magnuson. Mr. Cooper informs me that if it is in black 
and white, we can do it. 

Mr. Wurre. That is wonderful. 

Senator Macnuson. We will put this chart in the record. 

(The chart referred to follows:) 
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Mr. Waurre. This will graphically indicate the sharp growth, be- 
cause, if I may invite your attention to that chart, you will notice that 
the information contained thereon was obtained from the FCC and 
it has been prepared in this comparative form by RETMA. 

That chart shows the total applications received each month for 
the years of 1954, 1955, and 1956, and for the first 3 months of 1957. 

It becomes readily apparent the growth is phenomenal. 

Senator Magnuson. All right. 

Mr. Wuire. In the interests of time, Mr. Chairman, the statement 
that Mr. Secrest has filed will suffice, together with this supplementary 
information I have given. 


Senator Magnuson. Thank you both very much. 
Mr. Wurirer. Thank you, sir. 


INTERSTATE COMMERCE COMMISSION 


STATEMENTS OF W. D. JOHNSON, VICE PRESIDENT AND NATIONAL 
LEGISLATIVE REPRESENTATIVE, ORDER OF RAILWAY CONDUC- 
TORS AND BRAKEMEN; AND A. M. LAMPLEY, VICE PRESIDENT 
AND NATIONAL LEGISLATIVE REPRESENTATIVE, BROTHERHOOD 

OF LOCOMOTIVE FIREMEN AND ENGINEMEN 





FUNDS FOR SAFETY AND LOCOMOTIVE INSPECTION 





























Senator Macnuson. Next is Mr. W. D. Johnson, and Mr. Lampley 
is with you. 

Mr. Jonnson. This is on the Interstate Commerce Commission ap- 
propriations, Mr. Chairman. 

Senator Magnuson. You have a statement here, do you? 

Mr. Jonnson. I am going to talk just off the cuff, and Mr. Lampley 
has a statement. We are going to be just as brief as we possibly can. 

Senator Maenuson. All right. 

Thank you. 

Mr. Jonnson. For the record, my name is W. D. Jolinson. I am 
vice president and national legislative representative of the Order 
of Railway Conductors and Brakemen. 

I reside in Washington, D. C., and maintain an office at 401 Third 
Street NW. 

As you already know, Mr. Chairman, we are very much concerned 
about the appropriations for the Interstate Commerce Commission, 
particularly the amounts earmarked for the Bureau of Safety and the 
Bureau of Locomotive Inspection. 

I am, indeed, pleased to say that the increase that this committee 
authorized last year was of tremendous help in carrying on the work 
of these two particular bureaus, 

T have with me Mr. A. M. Lampley, who is vice president and na- 
tional legislative representative of the Brotherhood of Locomotive 
Firemen and Enginemen. Mr. Lampley has a statement which he 
will file a little later on with the request that it be printed in its en- 
tirety. 

He will desire, however, to make some brief comments on certain 
portions of his statement. 
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It is our understanding, Mr. Chairman, that Mr. Clarke, who is 
Chairman of the Interstate Commerce Commission, appeared before 
your committee, I believe a week ago today, and requested that the 
million dollars that was cut by the House committee be restored, and 
we are in full accord with Mr. Clarke’s request, and if that is done, 
then it will be possible to restore the $13,600 that was cut from the 
the appropriation for railroad service, and also the $6,600 from 
Bureau of Locomotive Inspection. 

We sincerely hope, Mr. Chairman, that your committee will restore 
that cut, which will mean so much to the men employed in train and 
engine service. 


RAILWAY LABOR EXECUTIVES ASSOCIATION AFFILIATES 


We are authorized to speak for the Railway Labor Executives As- 
sociation, and I have furnished the reporter a list of all of the organi- 
zations affiliated with that association. 

Senator Magnuson. That will be placed in the record. 

(The list referred to follows :) 


RatmLwaAy LAsork EXEcurIvES’ ASSOCIATION 


AFFILIATED ORGANIZATIONS 


American Railway Supervisors’ Association 

American Train Dispatchers’ Association 

Brotherhood of Locomotive Firemen and Enginemen 

Brotherhood of Maintenance of Way Employes 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railroad Trainmen 

Brotherhood of Railway Carmen of America 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and 
Station Employees 

Brotherhood of Sleeping Car Porters 

Hotel and Restaurant Employees and Bartenders International Union 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers and Helpers 

International Brotherhood of Electrical Workers 

International Brotherhood of Firemen and Oilers 

International Organization Masters, Mates and Pilots of America 

National Marine Engineers’ Beneficial Association 

Order of Railway Conductors and Brakemen 

Railroad Yardmasters of America 

Railway Employes’ Department, AFL-CIO 

Sheet Metal Workers’ International Association 

Switchmen’s Union of North America 

The Order of Railroad Telegraphers 


TRAVEL FUNDS 


Mr. Jonnson. We are also authorized to speak for Mr. Lawrence 
V. Byrnes, who is assistant grand chief engineer of the Brotherhood 
of Locomotive Engineers. We have very carefully read the statement 
prepared by Mr. Lampley and I am pleased to say that we are in full 
accord with his statement in its entirety. 

Senator Macnuson. We had some good testimony, too, or I think 
maybe I brought it out, from the Commission on this problem of 
travel time. 

Mr. Jounson. That is right. 
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Senator Magnuson. There is no use appropriating money to do this 
job if we do not have the men out in the field, if they are limited on 
travel time, and the committee is going to give that some serious con- 
sideration. 

The proposal was to extend it how many days? 

Mr. Jounson. It was increased, Senator, from about an average of 
7 days a month to approximately 14. 

Senator Macnuson. Fourteen, that is right. 

Mr. Jounson. That really enabled those men to function in a very 
effective way. 

Senator Magnuson. They wanted them out in the field. That is 
where they do their work. 

Mr. Lametey. That is right. 

Mr. Jonnson. Travel time is the real key to those two bureaus, if you 
expect them to function effectively. 

Senator Magnuson. Allright, Mr. Lampley. 

Mr. Jounson. I will turn this over to Mr. Lampley now. 

Mr. Lametey. For the record, I am A. M. Lampley. My title has 
already been announced. 

I would like to comment, Mr. Chairman, on a few salient parts of a 
statement, particularly on page 2. 


DEFECTIVE DIESEL LOCOMOTIVES 


The diesel locomotive is a rather recent innovation on the railroads 
of the United States. When this equipment was new less maintenance 
was required than on steam locomotives, but today, as the diesel en- 
gines have become older, the picture has changed. 

The Director of Locomotive Inspection of the Interstate Commerce 
Commission calls attention to this fact in his last report: 

The increase in the number of locomotives found defective, the number of 
defects found, the percentage of inspected found defective, and in the number 
ordered out of service is a reflection of the deterioration resulting from increasing 
age of the now predominating diesel power. 

Official reports of the Interstate Commerce Commission indicate 
that last year 10.9 percent of all diesel and other-than-steam locomo- 
tives inspected were fourd defective. This is the highest percentage 
since 1929. 


PERCENT OF DEFECTIVE LOCOMOTIVES ON RAILROADS 


Just to select a few railroads, the percentage of diesel locomotives 
found defective is shown below, and I might just call off a few. 

This is the Chicago, Rock Island & Pacific. The percentage of in- 
spected diesel and other-than-steam locomotives found defective was 
22.5 percent. 

For the New York Central Railroad, it was 20 percent, one-fifth. 

For the New York, New Haven, & Hartford Railroad, it was 31.7 
percent. 

Senator Magnuson. That is the worst one, is it not ? 

Mr. Lampiey. Yes, sir. 

Senator Maenvson. Is that not the one that has all the trouble up 
there all the time? 
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Mr. Lamptey. I do not know about that, but they have had trouble. 

Senator Macnuson. I mean with customers, and everything else. 

Is that not the one that is always in trouble? 

Mr. Lametey. I think the Boston & Maine has had some trouble, 
too, sir. 

Many people have the impression that the steam locomotive is now 
a thing of the past. The truth is, however, that one-sixth of all the 
locomotives on American railroads are propelled by steam 


DEFECTIVE STEAM LOCOMOTIVES 


The percentage of inspected steam locomotives found defective for 
1956 was 17 percent. 

To name a few of the railroads that have had some larger percent- 
ages, here is the Louisville & Nashville, where 29.2 percent of the 
steam locomotives were found defective. The Southern Pacific figure 
was 41.6 percent. 


I would also like to comment on the railroad cars. 


MECHANICAL CONDITION OF FREIGHT CARS 


The mechanical condition of railroad cars, particularly freight cars, 
also shows a woeful lack of maintenance on the part of the railroads. 

We do not need to go very far to find the reason for this. Accord- 
ing to reports reaching us, the railroads have been abolishing car in- 
spectors all over the country from 10 to 45 percent. 

Since 1950 the Southern Railway has abolished 30 percent of its car 
inspectors; the Santa Fe, 15 percent; the Southern Pacific, 24 percent; 
the Erie, 10 percent, and the Chicago & North Western, 45 percent. 

Chairman Owen Clarke of the Interstate Commerce Commission 
called attention to the mechanical condition of freight cars in testi- 
mony regarding S. 1386 which proposes to give the ICC authority to 
formulate rules, standards, and instructions for the installation, in- 
spection, maintenance, and repair of power or train brakes, on March 
20, last, as follows: 


Inspections made during the 3-year period 1954 to 1956 show a decided increase 
in the number of cars with inefficient, inoperative, or defective brakes. Although 
inspection of this nature consists merely of a sampling or spot-checking of prac- 
tices, the observations made definitely indicate a pattern of performance. These 
matters were brought to the attention of the railroad management involved, yet 
conditions continue to deteriorate and there is no evidence of any improvement. 

It seems apparent, therefore, that the railroads are either unable to enforce 


their rules, or the minimum requirements for safety are being deliberately 
ignored. 


VIOLATIONS OF SAFETY APPLIANCE ACT 


Also, Mr. Chairman, T would like to call the attention of this com- 
mittee to a report I just received today from the ICC, dated April 10, 
1957, stating that during the month of March 1957, 13 railroads paid 
total fines of $9,800 plus costs on 98 counts of violations of the Safety 
Appliance Act. 

Fines of $500 were imposed upon 3 railroads on 5 violations of the 
hours of service law. One railroad paid a fine of $100 on one violation 
of the signal inspection law. 

Fines of $3,000 were imposed upon 8 railroads for violations of the 
Accident Renorts Act, and 1 railroad paid $400 on 4 violations of the 
Locomotive Inspection Act. 
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This report is read, Mr. Chairman, to further show that railroads 
are not meeting the minimum requirements for safety. We believe the 
only way railroad safety laws can be adequately enforced, so far as 
mechanical condition of locomotives and cars is concerned, is to give 
the ICC inspectors sufficient funds so they can drop in at railroad ter- 
minals and outlying points frequently enough to make sure that mini- 
mum safety standards are being observed by the railroads. 

Senator Maenuson. Then you point out another thing that people 
forget, that all of these defective cars and ineffective brakes and thin 
have been found out after the railroad inspectors had inspected them, 

Mr. Lamptey. I wanted to comment on that. 

Senator Maenuson. And they are gradually cutting down on that 
employment. They do not have as many as they used to have. 

Mr. Lampeter. That same thing applied, Mr. Chairman, to the loco- 
motive departing. 

The railroads will have their own inspectors and they place the 
engines ready for service or being in a safe mechanical condition, and 
all these figures or percentages I have given you have been after the 
railroad inspectors have said that these locomotives were in a safe 
mechanical condition for train service. 

Thank you, Mr. Chairman. 


TOTAL INSPECTION POINTS 


Mr. Jonnson. There is one more thing I want to say. 

We have stated this to your committee before. There are approxi- 
mately 5,000 inspection points in the United States. Therefore, it is 
rather difficult for one-hundred-and-some-odd men to cover all of those 
points, but they can cover some, however, if we keep them traveling. 

Senator Maenuson. Of course, I never could understand why the 
House put those restrictions on anyway. 

If we are going to have an inspection service, they ought to be free 
to go to the places where they can do the job. 

Mr. Jounson. Absolutely. 

Mr. Lampxey. As a result of the increased appropriations last year, 
the inspectors are doing a much, much better job. 

Senator Magnuson. I am glad we could accomplish that last year. 

Mr. Jounson. It was a marvelous piece of work on the part of the 
committee, and we are grateful to you for the time, and we both want 


to say to you we wish you many, many happy returns of the day. 
Senator Magnuson. Thank you. 


Mr. Lamptey. Thank you, Mr. Chairman. 


PREPARED STATEMENT 


Senator Macnuson. We will place your full statement in the rec- 
ord, Mr. Lampley. 


(The statement referred to follows :) 


STATEMENT or A. M. LAMPLEY, VICE PRESIDENT-NATIONAL LEGISLATIVE REPRE- 
SENTATIVE, BROTHERHOOD OF LOCOMOTIVE FIREMEN AND ENGINEMEN 


My name is A. M. Lampley. I am vice president-national legislative repre- 
sentative of the Brotherhood of Locomotive Firemen and Enginemen. My office 
is at 401 Third Street NW., Washington, D. C. 
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Last year the attention of this subcommittee was called to the urgent need for 
more money for the Locomotive Inspection Section and the Railroad Safety Sec- 
tion of the Interstate Commerce Commission; particularly was it urged that 
more money be included in the appropriation for “travel time’ whieh would 
enable locomotive inspectors and safety inspectors to more adequately keep con- 
stant check on the mechanical condition of railroad locomotives and ears, to 
insure that they would meet the minimum requirements to protect, so far as 
possible, the safety of railroad workers and the traveling public. 

When the President’s budget was sent to Congress early in this session, I was 
greatly pleased to note that the Interstate Commerce Commission had been al- 
lotted not less than $1,363,500 for railroad safety and $956,000 for locomotive 
inspection. 

These sums had been carefully computed by the Interstate Commerce Com- 
mission to meet what they believe to be the amount needed to provide for a mini- 
mum degree of safety in operation of the railroads so far as mechanical equip- 
ment is concerned. 

When the independent offices appropriation bill (H. R. 6070) passed the House 
of Representatives, however, it was noted these safety appropriations had been 
cut. In studying the hearings of the House committee, I could find no evidence 
to indicate why the money for railroad safety had been reduced. 

It may be that because of the present cry for “economy” it was decided that 
every appropriation should be cut to some extent. The brotherhood I represent 
is an advocate of economy in government. On the other hand, however, we do: 
not believe in economy at the peril of life and limb. Curtailment of adequate 
funds for these ICC bureaus may be expected to have an adverse effect upon 
safety. 

The diesel locomotive is a rather recent innovation on the railroads of the 
United States. When this equipment was new, less maintenance was required 
than on steam locomotives, but today as the diesel engines have become older, 
the picture has changed. The Director of Locomotive Inspection of the Inter- 
state Commerce Commission calls attention to this fact in his last report: 

“The increase in the number of locomotives found defective, the number of 
defects found, the percentage of inspected found defective and in the number 
ordered out of service is a reflection of the deterioration resulting from increas- 
ing age of the now predominating diesel power,” the Director declares. 

Official reports of the Interstate Commerce Commission indicate that last year 
10.9 percent of all diesel and “other than steam” locomotives inspected were found 
defective. This is the highest percentage since 1929. Just to select a few rail- 
roads, the percentage of diesel locomotives found defective is shown below; and 
it should be remembered that these defective engines were found after they 
had been O. K.’d by the railroad companys’ inspectors as being in a safe me- 
chanical condition for train service. 





































Railroad and percentage of inspected diesel and “other than steam” locomotives 
found defective 


















Bangor & Aroostook 
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In the face of these figures, it should certainly require no argument to sustain 
the belief that the work of locomotive inspectors—the men who are employed to 
enforce the Locomotive Inspection Act—should not be hampered by a ‘reduction 
in funds. 

Many people have the impression that the steam locomotive is now a thing of 
the past. The truth is, however, that one-sixth of all the locomotives on American 
railroads are propelled by steam. The Director of Locomotive Inspection has com- 
piled figures to show that the percentage of steam locomotives found defective 
by ICC inspectors was the highest last year of any 12-month period since 1929. 
Here are the figures for a few individual railroads: 
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Railroad and percentage of inspected steam locomotives found defective 


Louisville & Nashville 


NO Te ee) oe ee ee ee! ees Ee eae 26.9 
Fe Pee ee ee le ait cece ee 17.1 
Mente. PP essen asevsinsestsssstisiessiici eS 41.6 
Union Pacific.ncccccc eect 20. 0 


The mechanical condition of railroad cars, particularly freight cars, also shows 
a woeful lack of maintenance on the part of the railroads. We do not need to go 
very far to find the reason for this. 

According to reports reaching us, the railroads have been abolishing car in- 
spectors all over the country from 10 to 45 percent. 

Since 1950 the Southern Railway has abolished 30 percent of its car inspectors; 
the Sante Fe, 15 percent; the Southern Pacific, 24 percent; the Erie, 10 percent, 
and the Chicago & Northwestern, 45 percent. 

Chairman Owen Clarke of the Interstate Commerce Commission called at- 
tention to the mechanical condition of freight cars in testimony regarding S. 1386 
which proposes to give the ICC authority to formulate rules, standards, and in- 
structions for the installation, inspection, maintenance, and repair of power 
or train brakes, on March 20, last, as follows: 

“It is estimated that the railroads of this country operate 17,000 freight trains 
daily. During the fiscal year ended June 30, 1956, the Commission’s inspectors 
made train-brake inspections on 2,484 trains, consisting of 117,399 cars, before 
departing from terminals. A total of 8,007 cars were found to have imoperative 
or inefficient airbrakes. Of this number, 3,221 were detached from the train 
and the airbrakes subsequently repaired, 4,634 had their airbrakes repaired 
while still in the train, and 152 with inoperative airbrakes were allowed by the 
carriers to depart in the trains.” 

Again let me emphasize that these inoperative or inefficient brakes were found 
by ICC inspectors after the cars had been approved by the inspectors of the 
carriers as safe to depart in trains. 

We believe the only way railroad safety laws can be adequately enforced 
so far as mechanical condition of locomotives and cars is concerned, is to give 
the ICC inspectors sufficient funds so they can drop in at railroad terminals 
and outlying points frequently enough to make sure that minimum safety 
standards are being observed by the railroads. Eternal vigilance is not only 
the price of liberty, but it is also the price of safety. 

Certainly, this is no time to impair the work of the locomotive and safety 
inspectors by decreasing the appropriations for railroad safety. 

It is, therefore, earnestly urged that the amounts allocated to these two 
activities in the President’s budget be appropriated, and that the cut of $6,600 
in the funds for locomotive inspection, and the cut of $13,500 for railroad safety 
be restored. 


(The following letter was later received :) 


AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 
WASHINGTON, D. C., April 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent O fices, 
Senate Committee on Approvriations, 
Senate Office Building, Washington, D.C. 
(Attention: Mr. Earl W. Cooper.) 


Dear CHAIRMAN Macnuson: The 1958 budget as submitted to the Congress 
eontains sums for locomotive inspection and railway safety apparently adequate 
to enable the Interstate Commerce Commission to do its jeb in this field, at least 
on a minimum basis. 

As has been customary this year, the House reduced these items along with 
many others in the budget. 

“Economy” to be brought about through withholding of administrative funds 
where lives are at stake appears to be the poorest form of savings possible. 

Increasingly, the number of locomotives found defective, according to the 
Director of Locomotive Inspection, ICC, are turned up with defects as their 
mileage and age mount. It is plainly the case that more frequent inspections 
and more intensive inspections must be allowed in order to reduce the ratio of 
defects turned up by the ICC. 
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We are fully in accord with the position taken by Vice President A. M. Lamp- 
ley of the Brotherhood of Locomotive Firemen and Enginemen in his formal 
appearance before your subcommittee on April 12. 

We know that with your understanding of these problems and your desire 
to promote the welfare of the traveling public and those employed in the industry, 
that your subcommittee will recognize the situation fully and will meet it 
realistically. 

With all good wishes and best regards, I am 

Sincerely, 


GrorcE D. Ritey, Legislative Representative, AFL-CIO. 
Frperau Crvit. DeFreNse ADMINISTRATION 


FUNDS FOR DELEGATED FUNCTIONS 


Senator Maenuson. We will place in the record a letter from Gov- 
ernor Peterson of Civil Defense, which he received from Assistant 


Secretary of Labor Siciliano in support of their request for funds on 
delegated functions. 


(The letter referred to follows:) 


DEPARTMENT OF LABOR, 
OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., April 9, 1957. 
Hon. VAL PETERSON, 
Administrator, Federal Civil Defense Administration, 
Battle Creek, Mich. 

Dear GOVERNOR PETERSON: The information shown below may be of value in 
connection with your appeal to the Senate Appropriations Committee for restora- 
tion of funds to cover the delegation programs. 

The allocations made to the Department of Labor for fiscal years 1956 
and 1957 have enabled the Department to initiate work in the areas of develop- 
ment of plans for the utilization of workers, estimating survivors by occupation, 
compensating workers, including payments for injury or death of workers en- 
gaged in civil-defense activities, and financial assistance to workers idle due to 
the results of enemy action. For example, the Department has undertaken a 
project in Grand Rapids, Mich., designed to meet the problem of developing in 
each community, in advance of attack, a force of workers who know clearly 
what their disaster assignments would be and who have been trained in ad- 
vance to perform these assignments. This approach apportions civil defense 
responsibilities among specific continuing organizations in the community—manu- 
facturing, construction, commercial firms, government, and other organizations. 
It is believed that the acceptance of such assignments of responsibility by labor 
and management would assure the immediate availability of these special re- 
quired skills in an emergency. Another project is the development of material for 
training and orientation of State and local manpower agencies in civil defense 
functions. The Department now has a staff of 70 employees engaged in these and 
other projects under the delegations program. 

A major national resource which directly limits both the scope and effective- 
ness of all civil defense activities is manpower. Failure to complete these 
programs jeopardizes the readiness posture of the Nation wherever manpower is 
involved, 

The regular resources of the Department are extremely limited and are re- 
quired to discharge responsibilities under the Department’s own basic statutes. 
Unless the funds requested for civil defense manpower functions are provided, 
the Department will not be able to continue the programs delegated to it by 
the Federal Civil Defense Administration and an essential national invest- 
ment in civil defense readiness will be lost. 

Sincerely yours, 
Rocco C. Srcrmrano, 
Assistant Secretary of Labor. 
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Civiz Service CoMMIssiIon 


FEDERAL EMPLOYEES GROUP LIFE INSURANCE ASSOCIATIONS 
STATEMENT OF JOHN M. LYNHAM, REPRESENTATIVE 
GROUP LIFE INSURANCE FUNCTIONS 


Senator Magnuson. I believe there are three here that are con- 
cerned with the Federal employees’ group life insurance. 

Mr. Lynuam. Thatistrue. I will speak for the group. 

Senator Magnuson. All right. I think, Mr. Lynham, we could put 
your statement here in the record. It is very short, but it gives us 
some good basic facts on the number of people involved and the 
amounts involved. If you want to read it, you may, but I think the 
chairman understands what the situation is here. I am not able to 
speak for the other members of the committee, but I feel the sentiment 
in this committee has been, as it was last year, that we should go ahead 
and get this program over with, and it serves no purpose not to have 
sufficient funds to do the job that Congress said should be done by the 
Civil Service. In the meantime it causes doubt and confusion, and 
does place in jeopardy some of these funds and the people that have 
paid in those funds. 

Mr. Lynuam. Yes, Mr. Chairman. These are rather peculiar situ- 
ations, where the program has already been laid down by legislation, 
and then because of the lack of authorization, which does not require 
the direct appropriation of any additional funds, the action of the 
Civil Service Commission has been stymied when the program has 
been half completed. 

Senator Magnuson. Yes; there are nine left; is that not correct? 

Mr. Lynuam. There are 9 left, and 16 have already been taken over, 
and the Civil Service Commission has had to suspend the program 
because of lack of funds. 

Senator Magnuson. Then you have the figure here—which, of 
course, will go in the record—that 68,687 members are with 4 associ- 
ations that have not been taken over; is that correct ? 

Mr. Lynuam. Of the four associations who are represented here: 
today, that is correct, Mr. Chairman. 

Senator Magnuson. Yes; 54,214 have been taken over. 

Mr. Lynuam. That is correct. 

Senator Magnuson. So there are 68,687 in one category and 54,214 
in another ? 

TOTAL MEMBERS OF ASSOCIATIONS NOT TAKEN OVER 


Mr. Lynuam. That is correct. We estimate that the total number 
of members of all of the 9 associations which have not been taken in 
is approximately 94,000, so 94,000 remain to be taken over. 

Senator Maanuson. What is your estimate, and what will we have 
to add to the bill to do this? 

Mr. Lynuam. The Civil Service Commission has requested a restor- 
ation of the $109,200. As I pointed out, that is an authorization to 
use that money from the existing Federal employees’ insurance funds. 
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PREPARED STATEMENT 


Senator Macnuson. All right. We will put your statement in the 
record in full, and your letters. We will give it very serious consider- 
ation. 

(The statement and letters referred to follow :) 


STATEMENT OF Four FEDERAL EMPLOYEES’ Group Lire INSURANCE ASSOCIATIONS 
CONCERNING THE ALLOWANCE OF ADDITIONAL FUNDS TO THE CIvIL SERVICE 
CoMMISSION To PERMIT COMPLETION OF THE PROGRAM ESTABLISHED BY THE 
CONGRESS IN Section 10 oF THE FEDERAL Employees’ Group Lire INsurR- 
ance Act or 1954, as AMENDED 


By section 10 of the Federal Employees’ Group Life Insurance Act of 1954, 
as amended, the Congress provided for the assumption by the Government of 
the insurance obligations of certain Government employee group life insurance 
associations, conditioned upon the continued payment of dues by the members 
and the transfer to the Government of the assets of the associations. Upon the 
adoption of the original group life insurance program 25 nonprofit associations 
of Federal employees were faced with extinction, and the consequent loss of 
insurance benefits, which theretofore had been voluntarily maintained by thou- 
sands of present and former Government employees; and to remedy this un- 
fortunate predicament the Congress amended the act as stated above. 

Promptly following the enactment of the amendment, the Civil Service Com- 
mission proceeded to negotiate assumption agreements with the eligible asso- 
ciations, and the transfers of 16 of these associations, having a membership of 
approximately 54,214 persons, have now been completed. These associations 
delivered to the Government assets worth approximately $5 million and the 
Government assumed life-insurance agreements amounting to approximately 
$82 million. However, due to the lack of funds, the Commission has been re- 
quired to cancel assumption dates and suspend negotiations with the remaining 
nine associations, and has announced that it will be unable to proceed further 
until funds are available. The 4 associations which subscribe to this statement 
have a membership of approximately 68,687, and assets aggregating approxi- 
mately $13 million, which will be delivered to the Commission upon the com- 
pletion of the arrangements; and the Government will assume life-insurance 
agreements approximating $116,500,000. In the meantime, the deadline for the 
completion of these arrangements, as fixed by section 10 of the act, namely, 
August 17, 1957, is fast approaching. 

The importance of this matter to the associations, which have not yet com- 
pleted their transfers under this program, cannot be overemphasized. With 
faith in the procedure established by the Congress they have, since the amend- 
ment to section 10, directed all of their operations toward the transfer to the 
Government. The liquidation of hundreds of thousands of dollars in securities 
and reinvestment in Government obligations at the direction of the Civil Service 
Commission has already cost them thousands of dollars in principal and interest. 

Under the circumstances enumerated, it is respectfully submitted that there is 
no basis for considering that the 68,687 members of these 4 associations are less 
deserving of insurance protection than the 54,214 persons whose insurance agree- 
ments have already been assumed by the Civil Service Commission. Should this 
authorization not be given, it would result in denying to many employees and 
former employees of the Government the same insurance protection already given 
to others under this act. 

These associations have made application for this protection, the same as others 
who are now enjoying it, and it rests solely with the Commission to set a date 
for the completion of the arrangements. 

It is our belief that Congress has every desire to be as fair with employees 
of one branch of the Government as with another, and the inequities of the situ- 
ation as set forth in this memorandum is respectfully called to your attention 
to the end that it may be correeted by merely authorizing the Civil Service Com- 
mission to use from the employees’ life insurance fund an additional amount 
estimated to be less than $109,200. 

In conclusion it may be said that in a conference with officials of the Civil 
Service Commission we were advised that it is their desire to have this author- 
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ization so that they may promptly complete the arrangement with these associa- 
tions for the assumption of life-insurance agreements of these nonprofit Federal 
employees associations. 
Respectfully submitted. 
Navy DEPARTMENT BENEFICIAL ASSOCIATION, 
By Hueu McCuLioueH, President, 
Wark DEPARTMENT BENEFICIAL ASSOCIATION, 
By M. A. Kenyon Secretary-Treasurer. 
UNITED STATES TREASURY DEPARTMENT 
BENEFICIAL ASSOCIATION, 
By OLNEY W. SMATHERS, President. 
DEPARTMENT OF INTERIOR BENEFICIAL 
ASSOCIATION, 
By Guy W. Numsers, President, 


UNITED STATES Crvit SERVICE CoMMISSION, 
BUREAU OF DEPARTMENTAL OPERATIONS, 
Washington 25, D. C., March 25, 1957. 
Mr. ArTHuUR C. KEEFER, 
Washington Loan and Trust Building, 900 F Street NW., 
Washington 4, D. C. 


Dear Mr. KEEFER: This is in response to your March 22 letter in which you, as 
counsel for the War Department Beneficial Association, ask for a résumé of all 
matters relating to section 10 of the Federal Employees’ Group Life Insurance 
Act, as amended, with particular reference to the number of associations which 
the Commission has taken over and the number of those associations with whom 
arrangements have not been completed. 

As you know, authority for the assumption program is the Federal Employees’ 
Group Life Insurance Act of 1954, as amended, which recognizes that making 
low-cost group insurance generally available to Government employees increased 
the difficulty many employee beneficial associations were already experiencing in 
recruiting new wembers at younger ages. Since insurance premium rates in- 
crease sharply as the age of the insured group rises, most of these associations 
faced ultimate insolvency—with resulting loss of insurance by individual mem- 
bers—unless some solution to the problem was offered. Only a few employee 
beneficial associations, because of special circumstances, apparently are still 
capable of carrying on business indefinitely without assistance. 

The administration’s position on this problem has been that action should be 
taken to protect the insurance of those employee beneficial association members 
who were already retired or separated when the Insurance Act was approved 
in 1954. Such individuals are not eligible for the low-cost group insurance now 
available to employees generally. Unlike active employees, many of them faced 
loss of their major insurance protection unless assistance was provided. 

Section 10 of the Insurance Act, prior to amendment, recognized the special 
situation of these retired and separated employee beneficial association members. 
It authorized the Commission to assume the life insurance agreements of any 
such individuals if their association agreed to transfer into the employees’ life 
insurance fund an amount equal to the lesser of (a) its total assets or (bd) the 
actuarial value of the insurance obligations assumed by the Commission. Each 
association entering into such an arrangement was obliged to terminate its insur- 
ance agreements with all members within 1 year after the date of enactment of 
the Insurance Act—August 17, 1954. 

Experience proved, however, that section 10 was unworkable as originally 
enacted because of court rulings that the required transfer of assets and dis- 
solution needs the unanimous consent of the members of the association. Active 
employee members were reluctant to abandon their own insurance protection and 
vested interest in association assets to provide continued coverage for retired 
and separated employee members. Only one small association was able to 
obtain the necessary unanimous consent. 

Meanwhile, a number of major associations, dissatisfied with the provisions of 
section 10, organized as the Government Group Life Insurance Conference, hired 
legal assistance, and petitioned Congress for a change in the law. Subsequently, 
in Public Law 356, 84th Congress, section 10 of the Insurance Act was amended 
to authorize the assumption of all the life-insurance agreements of eligible non- 
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profit employee beneficial associations—including agreements covering active 
employees as well as retired and separated employees. 

The amendment did provide that insurance agreements assumed under its 
authority must have been in force both on August 11, 1955, the effective date of 
Public Law 356, and on the date that arrangements between the Commission and 
the association were concluded. This restricted its applicability to legitimate 
poli¢yholders and prevented any rush to obtain sound Government-backed in- 
surance at comparatively low group rates. Again, each association entering 
into a section 10 arrangement had to agree to transfer into the employees’ life 
insurance fund an amount equal to the lesser of (a) its total assets or (b) the 
actuarial value of the insurance obligations assumed by the Commission. 

Presented with this congressional mandate, the Commission entered into active 
negotiations with 25 associations interested in arranging for assumption of their 
life-insurance agreements. We tentatively scheduled each association for take- 
over on the basis of two major considerations: (@) our estimate of association 
progress in meeting our requirements for submission of legal, financial, and ad- 
ministrative data necessary for assumption and maintenance of its insurance 
agreements; and (b) our knowledge of the limitations of our mechanical and 
clerical facilities for handling the additional workload involved. We also estab- 
lished a system for maintaining the life-insurance agreements after assumption 
and performed other preparatory work necessary to administer the provisions 
of section 10, as amended. 

These 25 associations, whose total membership is over 145,000, could not be 
handled without an increase in our group life insurance expense limitation. 
Although no direct appropriations are involved in the Commission’s group life 
insurance operations, Congress does set an annual limit on the amount of admin- 
istrative expense to be reimbursed from the employees’ life insurance fund, and 
the fiscal year 1956 limit was already set when section 10 was amended on August 
11, 1955. So, in the second supplemental appropriation bill for fiscal year 1956, 
Congress was asked to raise the insurance expense limitation to provide $168,000 
to assume the insurance agreements of all associations actively negotiating with 
the Commission at that time. This amount was in addition to $80,000 already 
authorized for regular insurance work in fiscal year 1956. 

In the meantime, by temporarily diverting funds from our regular work con- 
nected with insuring over 2 million employees under the Insurance Act, we 
assumed approximately 50,000 insurance agreements covering members of the 
16 associations listed in schedule A attached. However, because Congress finally 
authorized an increase of only $37.500 in the expense limitation, the Commission 
bad no alternative but to limit assumptions in fiscal year 1956 to these 16 asso- 
ciations due to lack of authorized funds. 

The attached schedule B is a list of the 9 associations, with a membership of 
approximately 95,000. whose assumption dates were canceled in fiscal year 1956. 
In preparing some informational material recently on the assumption program, 
we informally contacted a sample of five Washington headquartered associations 
for information on their present membership. Each reported a substantial decline 
in membership; this, of course, further endangers their ultimate financial sound- 
ness. Much of this decline is attributable to the fact that the associations are 
waiting for Commission assumption of their life insurance under the legislative 
authority of section 10, as amended. They cannot even attempt to recruit young 
members to balance their deaths and dropouts because any new insurance agree- 
ments cannot be assumed by the Commission. Inevitably, these associations face 
a rise in the average age of their insured groups and a prohibitive increase in pre- 
mium rates if they continue in business. 

The Commission has been unable to take over any of these 9 associations in 
fiscal year 1957 because our authorized expense limitation for group life insur- 
ance work simply will not permit it. Public Law 693, the Independent Offices 
Appropriation Act for fiscal year 1957, contains an approved expense limitation 
of only $117,500 for insurance work. Of the $117,500 authorized, $84,350 must be 
used for regular work under the Insurance Act involving the insurance of the 
vast majority of Federal employees. Based on our operating costs to date, main- 
tenance of the 50,000 life-insurance agreements already assumed will more than 
account for the entire remaining $33,150, leaving nothing available for further 
assumptions. We cannot possibly divert any more funds for employee beneficial 
association insurance workload without endangering the regular insurance pro- 
gram. 

The Commission’s function with respect to the employee beneficial association 
assumption program is, of course, to carry out the congressional directive con- 
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tained in section 10, as amended. It has no basis for considering the 95,000 mem- 
bers of the 9 remaining associations as less deserving of insurance protection 
than the 50,000 members of the 16 associations whose insurance agreements have 
already been assumed. Therefore, the Commission’s supplemental budget esti- 
mate for fiscal year 1957 requests that an additional $76,500 be made available 
from the employees’ life insurance fund to complete the assumption job within 
the August 11, 1957, deadline specified in the law. The final decision on whether 
or not to extend permanent insurance protection to these 95,000 individuals will 
rest, necessarily, with the Congress. 

If 1 can give you any further information, please do not hesitate to call on me. 

Sincerely yours, 
WARREN B. Irons, Director. 


ScuepDuLE A.—Life-insurance agreements assumed by the Commission 








Association Membership | Insurance i Assets 
; inforce | 
wasudeteil ae - —eriliemnats \ 
| Millions 
Secret Service Beneficial Association__...............-..--...- 4 | $0. 05 | $13, 000 
Death and Disability Department, EO ndiciidnngagesion 2, 100 2.0 | 22, 000 
Municipal Employ. es’ Group Life Insurance Association. ---- 1, 400 | 23 | 4,000 
Los Angeles Post Office Employees---.......-.-.-.----------- 1, 500 15 | 60, 000 
Immediate Benefit Association, Baltimore Post Office- -_--..-- 560 5 | 18, 000 
— Protective Association (Bureau Engraving and Print- | 
inchene sons lente citeasi TedAbsdsiil lest aithdain tee ae Reine oe 1, 200 3 24. 000 
apo Group Life Insurance Association...........-...-.------ 38, 800 6.2 325, 000 
Railway Mail Mutual Benefit Association (Chicago) -~......-- 4, 800 7.2 399, 000 
Interstate Commerce Commission Club---...................- 240 4 5, 000 
Employees Welfare Association, VA-................-.-...---- 4, 600 6.8 | 222, 000 
Commerce and Justice Beneficial Association. ..............-- 9, 300 17.0 | 1, 216, 000 
Department of Labor Beneficial Association. --...........-...- 3, 000 5.1 | 568, 000 
Washington Navy Yard Group Life I-surance Association. --- 3, 990 5.4 | 161, 000 
Post Office Immediate Benefit Association (District of Colum- 

WO amb ip'ao nck canie ane aed tid iaciaieiais cain ai nadaiie 1, 500 1.4 7, 000 
Agriculture Beneficial Association __-...................-.--..-- 15, 370 25.8 1, 934, 000 
Census Bureau Beneficial Association................-..-....- 800 am 4, 

Datel « cccocints ach chiten ddddhnn soewbathdcdssdabidchmaldhicedol 54, 214 81.95 5, 057, 300 


ScuEDuLE B.—Life insurance agreements to be assumed by the Commission 








| Membership | Membership | Insurance 
Association | beforeInsur-| today | in foree ! 
| ance Act 
—_— - — — saieddidhesd Pei — 
rea Millions 
Navy Department Beneficial Association.__......-._..-- sie al 31, 996 27, 165 $46.4 
War Departrrent Beneficial Association - a aeglolanl ain ante 23, 372 30, 322 35. 0 
Treasury Departnent Beneficial Association.....-.----_. adl 19, 397 17, 622 29.2 
Metropolitan Police Relief Association -_............-.-...-. i 4,111 3, 185 4.0 
Departrent of Interior Beneficial Association_- ey 3, 986 3, 578 5.9 
Chicago Post Office Employees Association. ._.....-...--- <4 &, 400 fh 4.2 
Philadelphia Navy Yard Group Life Insurance Association. .- 9, 77 12.7 
Firemen’s F. and F. Relief Association. ...................-- 810 ° 8 
Branch 24, NALC, Encino, Calif. .....<i<-<«<<« wracennee-e+] 800 .6 
TRA =f ong 4s -d uh acaqwiegeh ened ahaha spices bepttiaieech 102, 617 | ee 139.0 





1 Estimated. 
2 Not ineluded in sample of present membership. 


Law OFFICES OF JOSEPH A, RAFFERTY, 


Washington, D. C., March 25, 1957 
Hon. WARREN G. MAGNUSON, 


Chairman of Subcommittee of the Committee on Appropriations 
for Independent Offices for 1958, 
United States Senate, Senate Office Building, Washington, D. C. 


DeaR SENATOR MAGNUSON: A8 cocounsel for four Federal employees group 
life-insurance associations, we respectfully request that permission be granted to 
appear before your committee in connection with the independent offices appro- 
priation for 1958 insofar as it relates to granting authority to the United States 
Civil Service Commission to use from the employees’ life insurance fund the 
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amount necessary to complete arrangements with nine Federal employees group 
life-insurance associations. 


Twenty-five copies of a statement in respect thereto are transmitted for the 
information of the committee. 


Respectfully, 
ARTHUR C. KEEFER. 
JOHN M. LYNHAM. 
JosEPH A. RAFFERTY. 
Senator Macnuson. Thank you very much. 
Mr. Lynuam. Thank you. 


NATIONAL SCIENCE FounDATION 
ScrENTISTS OF TOMORROW, PORTLAND, OREG. 
STATEMENT OF STANLEY H. SHIRK, EXECUTIVE DIRECTOR 
SUPPORT FOR SCIENCE FOUNDATION FUNDS 


Senator Macnuson. Our last witness is Mr. Shirk. Mr. Shirk, you 
represent the Scientists of Tomorrow; is that correct ? 

Mr. Suirk. That is correct, sir. 

Senator Macnuson. I havea letter from your group explaining this 
whole situation. Senator Hayden has a letter too. Are they both 
about the same ? 

Mr. Suirx. Yes. What date is the letter to which you refer? 

Senator Macnuson. Senator Hayden’s is dated April 3 and mine is 
dated March 21. 

Mr. Suirk. Yes; they are very likely much the same. 

Senator Maanuson. There is no use putting them both in the record 
if they are the same. 

Then Senator Neuberger has sent a letter, which we will put in the 
record, and also your letter to Senator Neuberger we will put in the 
record, and the letter to you from Mr. Travis, Atomic Energy Com- 
mission, and a statement of the objectives of the Junior Engineers 
and Scientists’ Summer Institute program. 

Mr. Suirk. Very good, sir. Do you have a copy of the letter from 
Dr. J. A. Campbell ‘of the National Science Foundation, and a copy 
of a letter from Senator Murray of Montana? 

Senator Macnrvson. All right; we will put those in the record. 

Mr. Sirk. And also a letter that was directed to Senator Magnu- 
son, of Washington, from Dr. Alan Waterman. 

Senator Macnrson. We will put that in the record, too. 

Mr. Srirk. I likewise have another letter here that I feel testifies 
to the worth of this program that we are concerned about, from W. 
Kenneth Davis, Director, Division of Reactor Development, Atomic 
Energy Commission. 

Senator Macnuson. We can put all that in the record, and a state- 
ment of your objectives. I think the chairman knows about them. 

Of course, I think it is a very novel and very worthwhile program. 
Our problem, of course, as you ‘know, here, is to fit within the amount 
we give the Science Hontidation: many of these applicants for these 
programs, and the Foundation itself. The chairman, of course, is 
deeply interested, because I wrote the bill originally. It is my bill. 
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Mr. Suirx. Very fine. I have prepared a statment which I felt 
was very much in order, that I feel justifies my presence here. I 
would like to include that also. 

Senator Magnuson. We will put it in the record. 

Mr. Sure. Do you have a list of the colleges and universities that 
we have heard from ? 

Senator Magnuson. No; I do not think so. 

Mr. Sure. I have a copy of the letter that we directed to them 
originally. 

Senator Magnuson. All right. We will have the record complete 
on this matter so that when the rest of the members of the committee 
read the record they will have a little information on it. I am sorry 
they are not here today. Otherwise we would listen to you tell us, but 
in my particular case it would just be carrying coals to Newcastle. 

Mr. Suir. I have here also a list of the questions which we sub- 
mitted to the students who attended the Oregon State College session 
last June, and have made a brief report of their observations, which 
I would also like to include. 

Senator Magnuson. All right. We will put it all in the record. 

Senator Magnuson. We are sorry to have put you down as the 
last witness, but we have had a busy week around here. 

Mr. Suir. Not at all; it isan honor to be here. 

(The material referred to follows :) 

Apri 8, 1957. 
Mr. STANLEY H. SHIRK, 
Executive Director, Scientists of Tomorrow, 
Portland, Oreg. 


Dear Mr. SurrK: Thank you for your letter of April 3, advising that the 
University of Arizona is interested in your summer institute for high-school 
students. 

The Subcommittee on the Independent Offices Appropriation Bill for 1958, 
under Senator Magnuson as chairman, heard the National Science Foundation 
last Friday on their request for restoration of the $25 million cut by the House, 
and the bill, H. R. 6070, is expected to be reported to the Senate within the next 
few weeks. The amount restored will then depend upon the agreement in con- 
ference between the Senate and the House on that bill. 

I am sure you realize that the amounts allocated to particular projects are 
determined by the National Science Foundation on the basis of the total amount 
finally appropriated to them for all of their programs. 

Yours very sincerely, 
Cart HAYDEN, Chairman. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 5, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriations Subcommittee, 
United States Senate, Washington, D. C. 


DeAR SENATOR MAGNUSON: I have followed with interest the development of 
the Junior Engineers’ and Scientists’ Summer Institute series, a unique education 
program sponsored by the Scientists of Tomorrow, and am familiar with the 
materials which this nonprofit organization has submitted for consideration by 
your subcommittee. I want to take this opportunity to write your committee to 
urge that you include in the appropriation for the National Science Foundation 
for fiscal year 1958 sufficient funds to permit the Foundation to aid in the con- 
tinuation and expansion of this highly beneficial program. 

The JESSI plan was instituted at Oregon State College in 1956. A total of 129 
students from 59 high school in 49 communities in Oregon and Washington at- 
tended the institute. The valuable experience gained through the session has 
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been attested to by both students and teachers who participated. Because of 
the striking success of the program, the Scientists of Tomorrow organization, 
under the direction of Executive Secretary Stanley Shirk, of Portland. Oreg., 
has prepared plans for extending JESSI to the campuses of Brigham Young 
University, Montana State College and the University of Nevada. Institutes are 
currently scheduled this summer at all 4 schools and students from 9 Western 
States are expected to attend. Some of the leading industrialists, educators 
and civic-minded people in these States have already contributed their time and 
energy to this undertaking. Officials of the Hanford Atomic Energy Commission 
operation have indicated their interest in the program. 

I have included with this letter several communications which I have received 
regarding the JESSI plan. I hope that this material can be printed in the 
hearing record for the information of the committee. 

Much concern for the state of scientific and technical education in the United 
States, compared with the intensive drive for such education in the Soviet Union, 
has been expressed from time to time by members of the administration. I be- 
lieve that this program can make a valuable contribution to scientific and 
technical education in our country, and urge its consideration by your sub- 
committee. 

As you know, the President’s budget requested an appropriation of $65 million 
for the National Science Foundation’s activities in fiscal year 1958. This surely 
is a minimum sum, which could be increased with great benefit to the Nation. 
However, this amount was cut to $40 million by the House. I believe the Senate 
should at least restore budgeted funds to the Foundation in order that such 
meritorious programs as JHSSI may be financed. 

With best wishes, I am 

Sincerely, 
RicHarp L. NEUBERGER. 


ScIENTISTS OF TOMORROW, 
Portland, Oreg., January 24, 1957. 
Hon. RicHarp L. NEUBERGER, 
Senator, State of Oregon, United States Senate, 
Washington, D.C. 


Deak SENATOR NEUBERGER: We recently received advice from the National 
Science Foundation that it lacked the funds sufficient to grant our request for 
$40,000 in support of the 1957 Junior Engineers’ and Scientists’ Summer Institute 
(JESSI) sessions which are being activated on appropriate campuses in four 
Western States at the close of school in June. Our disappointment in this deci- 
sion is keen because : 

1. By experience we know that JESSI will make a significant contribution to 
the cause of science and engineering education ; 

2. Only as JESSI is broadly and timely activated can it accomplish its designed 
purposes ; 

8. The National Science Foundation suggested that we submit a request for a 
grant in support of the program; and 

4, In accord with our anticipation, industry is reluctant to finance a new 
project, regardless of merit, in view of its many previous commitments. 

This denial of our request concerns you because high school students in your 
State are eligible to apply for admission in the session herein announced: it con- 
cerns you because many of the applicants in your State, all selected students, will 
not be able to sacrifice 2 weeks of summer earnings and pay the cost of attendance, 
even though they are sorely in need of this campus-lecture-laboratory science- 
engineering orientation experience at the college level. 

JESSI was first activated on the campus of Oregon State College, June 1956. 
The reception given this activity by the math and science teachers, by the parents 
and by the participating students demonstrated that we have initiated an activity 
for which there is a great need on the part of our high school youth at this critical 
period in their scholastic careers. The activity is, presently, of especial value in 
view of the critical technical man-power problem which confronts the Nation. 

The evident educational worth of JESSI persuaded us to expand the program 
to campuses in Utah, Montana, and Nevada, with an eye to nationwide expan- 
sion (60 to 80 sessions) at the earliest date available support will permit. The 
sessions on the campuses of Brigham Young University, Montana State College, 
University of Nevada, and Oregon State College admit students from nine States 
or parts thereof. 
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There is no mandatory fee of admission, but the students are encouraged to 
pay as much toward the cost as they can afford. Industry within the area of 
each session is asked to contribute to the student assistance fund so that ability- 
to-pay is eliminated as a factor of admission. There are many superior students 
who cannot afford more than the transportation costs to and from the campus. 
Because industry is slow to get on the band wagon, it has become case-hardened 
to appeals for funds, and because of the National Science Foundation’s denial 
of our request, ability-to-pay will play a major part in determining who will be 
admitted to the 1957 sessions. This is indeed unfortunate. 

If ability-to-pay is to be eliminated from the 1957 admission criteria, (and if 
the sessions are to have capacity enrollment), Scientists of Tomorrow must se- 
cure the $40,000 requested of the National Science Foundation. Is there some 
way this money might be secured by a special grant from Congress to Scientists 
of Tomorrow directly or via the Foundation? 

Concerning the future: Scientists of Tomorrow has directed proposals to 12 
additional colleges and universities regarding hosting JESSI sessions in 1958. 
With adequate support the number of sessions activated in 1958 could be much 
greater. The suggested nationwide activation of 80 sessions would necessitate 
a grant of: 

1. $2 million if every student is to be on full subsidy. 

2. $1,500,000 if voluntary student payments are to be encouraged. 

Scientists of Tomorrow favors the latter because, basically, this is a supple- 
mentary educational-vocational guidance program of direct benefit to the par- 
ticipating student, and those who can afford self-help should assist. 

Industrial solicitation is so time consuming, and the returns so meager for the 
time and effort expended, it would be in the best interests of the program to 
eliminate this practice. 

The above sums represent about 20,000 selected students. Indirectly, via the 
grapevine, a far greater number of students will be influenced by the JESSI 
program. 

In view of the character of the JESSI program, Scientists of Tomorruw 
strongly recommends that: 

1. It is not appropriate for a college or university to activate its own JESSI 
because the session immediately becomes a recruiting program for the host in- 
stitution. This would lead to interinstitutional strains and stresses. Further- 
more, mutual understandings between institutions and the schools rule institu- 
tional implementation of an activity of this sort out of order. This is true in 
Oregon. 

2. It is not appropriate for the JESSI activity to be controlled by the pro- 
fessional schools of education. In addition to the above reason, these schools 
have their hands more than full trying to do the job they were set up to accom- 
plish. Furthermore, it is about time that our capable students were exposed to 
rugged reality with respect to requirements and demands in the technical areas of 
learning, and at a time when they can still do something about the fundamentals 
in math and science. The participating students in the JESSI are assured of this 
exposure if the program is under the administration and supervision of Scientists 
of Tomorrow. Our capable students have been neglected and wet-nursed for too 
long a time. Let’s take the foot off of the soft pedal. 

8. The philosophy of our present Government encourages partnership between 
the Government and private enterprise. Scientists of Tomorrow initiated JESSI; 
it administers and supervises the presently established sessions, exclusive of the 
actual instructional programs other than in an advisory capacity (instruction is 
under the supervision of the deans of the participating colleges) ; it has plans for 
nationwide activation as support is made available. 

The National Science Foundation has made at least one grant to an organiza- 
tion of our character. Therefore, awarding a grant to Scientists of Tomorrow 
would not be contrary to policy. The National Science Foundation is seeking out 
worthwhile programs designed to bring about an improvement in scienee educa- 
tion. It has found one in our JESSI activity. What is of greater worth, outside 
of the formal instructional program of the secondary schools, than giving 
significant meaning to the math and sciences at this level by setting up clearly 
defined objectives in these areas, both educationally and vocationally, through 
firsthand experience with the college and university faculties! 

In view of the reception given the JESSI by the teachers within the areas of 
established sessions, Scientists of Tomorrow is convinced that we have initiated a 
science-engineering orientation program for 11th and 12th grade high schovl 
students of significant moment. In view of the teacher and student sensitivity 
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to the cost factor, we are persuaded that JESSI can be of maximum worth to the 
youth of the Nation, and to the Nation’s technical manpower pool only if funds 
are made available to activate each session to capacity. 

We will be grateful for the opportunity for discussing our JESSI program with 
appropriate authorities in Washington, with an eye to nationwide activation in 
1958, and to securing $40,000 in support of the presently established 1957 sessions. 

We realize that you are well acquainted with the Scientists of Tomorrow or- 
ganization and its personnel, and with the Oregon State College JESSI session. 

Your favor with respect to the above will be a service to the youth in your 
State and to youth and the cause of science-engineering education across the 
Nation. 

Respectfully yours, 
STantey H. Suiek, Lvecutive Director. 


OBJECTIVES OF THE JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE 
Program (JESSI) 


The Junior Engineers’ and Scientists’ Summer Institute program is designed 
to motivate increased youth interest and participation in the scientific and 
technical areas of learning. 

JESSI is a 2-week, educational-vocational, survey-guidance session in the 
science and engineering areas for the intellectually capable students who will 
euter the 11th or 12th grade in September 1957. 

JESSI is a program which provides the participants with a firsthand experi- 
ence with the professional staff of the engineering and science schools of the 
host college or university, with the classrooms and laboratories of these schools, 
abd with the scientific and technical studies the college student of science or 
engineering will pursue in the area of his interest during his college career. 

JESSI provides the students an opportunity to learn of the technical man- 
power requirements of certain industries from representatives of those indus- 
tries, and of the essential training therefor. 

JESSI, therefore, orients the precollege student with respect to the areas of 
science and engineering, and sets up more clearly defined objectives for the 
student to shoot for. This perspective will enable him to more wisely choose 
the high-school electives best suited to his future aspirations, and, we trust, will 
cause him to apply himself more diligently to his studies during the remaining 
years of high school. 


NATIONAL SCIENCE FOUNDATION, 
Washington, D. C., February 7, 1957. 
Hon. RicHArD L. NEUBERGER, 
United States Senate, Washington, D. O. 


My Dear SENATOR NEUBERGER: I have your letter of February 1 relative to 
our plans for budget requests of the Congress in the area represented by the 
proposed program of the Scientists of Tomorrow. 

We have requested that our appropriation for the support of student-participa- 
tion programs be approximately doubled for the next fiscal year. Should this 
increase receive congressional approval, we will be able to expand our activities 
substantially in this important field. We are anxious to explore thoroughly all 
approaches to the problems of educating competent scientists and engineers, 
which will, in our judgment, increase the effectiveness of the educational pro- 
grams of this country. 

We appreciate very much your interest in our science-education problems and 
we will be glad to provide any additional information you may wish to have. 

Sincerely yours, 
Donatp B. ANDERSON, 
Program Director for Education in the Sciences. 


Apri 5, 1957. 
Hon. RicHarp L. NEUBERGER, 
Senator, the State of Oregon, 
United States Senate, Washington, D. C.: 
Dear SENATOR NEUBERGER: Kindly accept our sincere appreciation for your 


interest and effort in behalf of the financing of an expanded JESSI program 
in 1958. 
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In no way is our approach to Congress to be construed as a circumvention 
of the National Science Foundation, or as a criticism of the decision of the 
Foundation relative to our 1957 request for a grant. It is a matter of record 
that the Foundation had insufficient funds to go around, and that JESSI is re- 
garded a worthwhile enterprise. 

It is our persuasion that JESSI should experience early nationwide activation 
which causes us to pursue the matter as we do. If Congress can be presuaded 
to add to the $40 million Foundation budget in support of 1958 JESSI, this in 
no way weuld be contrary to Foundation decision or opinion, nor would it in 
any way dictate how the $40 million should be applied. 

It seems that, on the basis of a February 7 letter from Dr. Waterman to Sena- 
tor Warren Magnuson, Dr. Waterman considers it desirable to have a more 
explicit mandate from Congress if funds are to be made available for broad 
activation of JESSI. An explicit grant by Congress for JESSI expansion, it 
seems to me, would be in accord with Dr. Waterman’s wishes. 

Cordially yours, 
STantey H. SHIRK, 
Executive Director. 


ScIENTISTS oF ToMORROW, 


Portland, Oreg. 
Hon. CARL HAYDEN, 


Senator, Stute of Arizona, 
United States Senate, Washington, D. C. 


DEAR SENATOR HaypDEN: We are pleased to inform you that the University of 
Arizona is firmly interested in hosting a 1958 Junior Engineers’ and Scientists’ 
Summer Institute for the high school students in the State of Arizona, pro- 
viding its financing does not entail industrial solicitation. 

We have placed with Senator Warren Magnuson, chaiman, general Govern- 
ment matters appropriations bill, 1958, a request for an inelusion in this bill 
granting Scientists of Tomorrow sufficieut funds to activate a minimum of 6U 
JESSI sessions across the Nation. 

To date, 18 institutions in 16 States have indicated firm interest in hosting 
1958 JESSI. We anticipate many additional favorable replies to our proposals 
in the near future. 

Your support of our effort will be appreciated, and will be a great service 
to the high-school students in vour State. 

Sincerely yours, 
STANLEY H. SHrrRx, 
Ezecutive Director. 


ScIENTISTS OF TOMORROW, 
Portland, Oreg., March 21, 1957. 
Hon. WARREN G. MAGNUSON, 
Senator, State of Washington, 
United States Senate, Washington, D. C. 


DEAR SENATOR MaGnuson: On the advice of Senator Knowland, we are sub- 
mitting the enclosure for your study and that of the Committee on Independent 
Offices and General Government Matters Bill, 1958, of which you are chairman. 

Presently, it is too early for us to have replies in hand from all of the colleges 
and universities in answer to our proposals concerning hosting 1958 Junior 
Engineers’ and Scientists’ Summer Institute sessions. Because the session in- 
cludes several departments and many personalities on each campus, the coucur- 
rence of which is a prerequisite to giving Scientists of Tomorrow the green light, 
at times several weeks elapse before we receive a firm reply. (Yesterday we re- 
ceived a favorable reply from the University of Arizona in answer to a January 21 
letter.) 

You will be interested to learn that the concerned deans—Barlow, Knebeiman, 
Swensen, and Stephenson—favorably concurred on hosting a 1958 JESSI on the 
campus of the State College of Washington. We are awaiting departmental 
and faculty approval, because the success of the JESSI session rests on the shoul- 
ders of the staff. 

In the event it will better serve our interests for me to appear before your 
committee, I will be pleased for the privilege. 

If it will help in the study of this proposal by your committee for us to make 
additional copies available, kindly advise us of the number and to whom they 
should be addressed. 
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Should you consider that certain parts of this presentation should be deleted, 
or other inclusioas be made, we will be guided by your advice in drawing up 
additional copies. 

Thank you for your interest and effort in behalf of the JESSI program. 

Sincerely yours, 
STANLEY H. SurekK, Herecutive Director. 


A REQUEST BY SCIENTISTS OF TOMORROW OF THE COMMITTEE ON INDEPENDENT 
OFFICES AND GENERAL GOVERNMENT MATTERS APPROPRIATIONS BILL, 1958, To 
INCLUDE IN THE 1958 APPROPRIATIONS BILL A SUM OF MONEY FOR CERTAIN 
EDUCATIONAL PURPOSES AS HEREIN DESCRIBED AND DEFENDED 


ScIENTISTS OF TOMORROW, 
Portland, Oreg., March 21, 1957. 
To the Honorable Members of the Committee on Independent Offices and General 
Government Matters Appropriations Bill, 1958: 


Because of the current dearth of scientifically and technically trained man- 
power, and the unquestionable projection of this manpower deficiency into the 
future; 

Because of the increasing demands of our economy for scientifically and tech- 
ically trained manpower ; 

Because of the world situation with the continuing threat to the existence of 
our form of government and our way of life, and the need for an adequate man- 
power pool of top-flight technically trained personnel to successfully negate this 
threat; 

Because of the tremendous costs in money, time, energy, and emotional strain 
and confusion which is evidenced by the high mortality during the freshman year 
in our technical schools, and by the aggregate mortality by graduation ; 

Because our intellectually capable high school youth, particularly those enter- 
ing the 11th and 12th grades, are experiencing internal and external pressures 
to make vocational decisions, with their attendant educational decisions, and 
lack the confidence and the broad basic information on which to make intel- 
ligent decisions ; 

Because many of our capable youth experience an emotional distress in making 
the transition from high school and home environment to campus life, and because 
many of them are in a state of ignorance, uncertainty, confusion, or fear with 
respect to the eduactional requirements, expectations and demands of the scien- 
tific and technical schools of higher learning ; 

Because there are many intellectually competent students who enter our scien- 
tific and technical schools of higher learning who are unprepared either psycho- 
logically or scholastically, or both, to pursue the course of studies of their choice; 

Because the great majority of our secondary schools are not requiring the in- 
tellectually competent students to pursue the mathematics and sciences, either 
as a foundation for future scientific and technical studies or for their cultural 
worth; 

Because, in the name of democracy, a great many of our schools practice hetero- 
geneous classification of the students with respect to intellectual capacity, thereby 
developing improper study habits and attitudes toward serious pursuit of learn- 
ing in the more intelligent students through a lack of challenging and mentally 
taxing problems; 

In June 1956 Scientists of Tomorrow activated on the campus of Oregon State 
College, Corvallis, Oreg., the First Annual Junior Engineers’ and Scientists’ 
Summer Institute (JESSI) as a partial but, nevertheless, major contribution 
to the solution of the above concerns. 

All evidence, verbal and in writing, by the 129 student participants, and by 
their teachers and principals to whom they reported, and with several of whom 
it has been our privilege to converse during the fall and winter, indicates that 
JESSI is an answer to a great and felt need of the students at this stage of their 
schooling. 

This evidence, supporting our initial persuasion, has resulted in the continu- 
ance of JESSI at Oregon State College and its expansion to the campuses of 
Brigham Young University, Montana State College, and the University of Nevada 
in June 1957. These institutes admit students from nine States or parts thereof. 

Evidence of the recognized worth of JESSI continues to mount up in the form 
of verbal expression and interest in the part of the many high-school principals 
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and science and mathematics teachers whom we have visited in these areas. 
Further evidence of JESSI’s recognized worth is the interest on the part of 


potential host institutions in giving serious study to our proposals for hosting 
JESSI in 1958. 


HOW ARE THE PRESENTLY INSTITUTED JESSI’S FINANCED? 


On the premise that JESSI does render an invaluable and essential service to 
our youth, Scientists of Tomorrow recognizes the injustice, from a democratie 
point of view, of establishing a mandatory fee of admission. To effect a manda- 
tory fee would be to legislate against potential enrollees from the lower income 
homes and partially defeat JESSI’s intended purposes. 

Students are encouraged to pay as much of the per capita cost as they can 
afford. Industry and related organizations within the areas encompassed by the 
session are asked to contribute to the student assistance fund so that no qualified 
student is denied admission because of inability to pay. 

Two seasons of extensive travel, personal visitation and much writing of letters 
have demonstrated that industry's readiness to contribute to an activity of the 
JESSI sort, even though it promises, ultimately, to be of considerable benefit to 
industry, cannot be measured by the tons of literature industry mails to the 
schools ; it cannot be measured by the extensive advertising for scientifically and 
technically trained manpower; it cannot be measured by the extensive writings 
in the press and other publications either as news items or in the form of paid 
advertising ; it cannot be measured by the vast sums of money it spends in pros- 
elyting the soon-to-graduate and the graduating students in science or engineer- 
ing; it cannot be measured by any criterion other, perhaps, than by industry’s 
opinion of the immediate public relations values derived by financial partici- 
pation. 

In the Scientists of Tomorrow’s request for a grant of $40,000 from the National 
Science Foundation in support of the four 1957 JESSI sessions, we estimated 
that the sum total of industry’s contributions to the student assistance funds 
would be $10,000. We predict that, by the opening dates of the sessions, we 
will have in hand about, and not more than $10,000 from industry for student 
aid purposes. 

Obviously, we will not achieve our goal of eliminating ability to pay as a 
factor in determining who shall be admitted. It is a certainty that some well- 
qualified students, greatly in need of this crystal-ball experience, will be denied 
admission in favor of some students of demonstrated mediocre ability who are 
in more favorable economic circumstance. 

It is to be noted that each JESSI session was set up to encompass as great a 
population as deemed necessary to assure close to maximum enrollment by stu- 
dents who can aflord tv pay, should the solicitation efforts not succeed. 
The Brigham Young University enrollment is a question, 250 student maximum, 
which will not be answered until the applications are in hand on the campus. 

lf JESSI is to be timely and broadly activated so as to reach a large segment 
of qualified students, it is obvious that the program cannot depend upon industrial 
gratuities. There is a need for at least one JESSI in every State in the Nation; 
population is the determining factor relative to multiplicity of intrastate ses- 
sions. Substantial support must be made available by noncommercial interests 
to Scientists of Tomorrow if JESSI is to experience early nationwide activation, 

By virtue of the interest expressed in JESSI by the National Science Founda-~- 
tion, and by certain legislators in the Congress of the United States, Scientists of 
Tomorrow respectfully requests of the Committee on Independent Offices and 
General Government Matters Appropriations, 1958, to include in the 1958 budget 
sufficient funds in support of the activation of a minimum of 60 JESSI sessions 
across the Nation, representing approximately 15,000 selected students. 

Scientists of Tomorrow recommends that it be privileged to encourage the 
students to pay as much as they can afford toward their expenses, and that 
the differential between the per capita cost and the student payment be under- 
written by a Government grant-in-aid. 

Presently, the 1956 Oregon State College JESSI session provides our only 
guide in determining what part of the budget will be cared for by voluntary 
student payments. Maximum enrollment was set at 200 students; final enroll- 
ment was 129 students. Because of insufficient financial support, more than 
100 applications were rejected, all of which sought full subsidy, In terms of 
the 200 enrollment figure, which would have been realized had support been 
available, 30 percent of the total budget was cared for by voluntary payments. 
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In terms of the voluntary student payment of 30 percent of the total budget, 
Scientists of Tomorrow estimates, on the basis of current budgets (costs will 
vary from one campus to another, some appreciably) that an average per capita 
grant of not more than $70 will be needed. Not until each host campus submits 
a firm budget can the true average per capita cost be determined. We antici- 
pate that all budgets will not be finalized until the latter part of May or June. 

Therefore, Scientists of Tomorrow respectfully requests of the members of 
the Committee on Independent Offices and General Government Matters Appro- 
priations Bill, 1958, that they include the amount of $1,050,000 to be made avail- 
able to Scientists of Tomorrow in support of 60 JESSI sessions to be activated 
on appropriate campuses within the continental United States; that said grant, 
or needed portions thereof, be made available only upon the presentation of duly 
authenticated budgets by the several host campuses and by the Scientists of 
Tomorrow’s board of trustees approved budget for organizational, administra- 
tive, supervisory, secretarial, clerical and incidental purposes, or to be made 
oa to Scientists of Tomorrow in accord with United States Government 
policy. 

Respectfully submitted. 

STANLEY H. Surek, Eevecutive Director. 


ScIENTISTS oF TOMORROW, 
April 12, 1957. 


SUPPLEMENT TO A REQUEST BY SCIENTISTS OF TOMORROW OF THE COMMITTEE ON 
INDEPENDENT OFFICES AND GENERAL GOVERNMENT MATTERS APPROPRIATIONS 
Bix, 1958 


Why does Scientists of Tomorrow make this direct approach to the Congress of 
the United States for Federal funds in support of nationwide activation of 
the Junior Engineers’ and Scientists’ Summer Institute program? 


In view of our knowledge, which is supported by numerous verbal and written 
testimony, that Scientists of Tomorrow has activated an educational guidance 
program of significant moment in the cause of improved science education in the 
schools of the Nation ; 

In view of the recognition of the educational worth of this program by the Na- 
tional Science Foundation ; 

Because the National Science Foundation considers it “desirable to have a more 
explicit mandate from the Congress” before making funds available for nation- 
wide activation of a program of the JESSI sort; 

Because the National Science Foundation lacked the funds to give a grant to 
Scientists of Tomorrow in support of the 1957 JESSI sessions activated in the 
States of Montana, Nevada, Oregon and Utah, and because of the prospect of a 
lack of funds to allocate support for the 1958 JESSI sessions ; 

And because the plight of science education in the schools of our land assumes 
the proportions of a national emergency— 

Scientists of Tomorrow appeals to the Committee on Independent Offices and 
General Government Matters Appropriations Bill, 1958, to the Appropriations 
Committee of the Whole, and to the Congress of the United States to include in 
the budget for National Science Foundation purposes the sum of $1,050,000, to 
be used in the nationwide activation of a minimum of 60 Junior Engineers’ and 
Scientists’ Summer Institute sessions, on as many college and university cam- 
puses, representing approximately 15,000 selected 11th and 12th grade high school 
students, which sum is supplementary to, but a part of, the moneys granted 
the National Science Foundation for its 1958 purposes. 


Why should Scientists of Tomorrow administer the JESSI program? 


1. Scientists of Tomorrow is directed by an experienced educator, who has 
had highly successful experience in the education promotional work in Oregon. 
JESSI is the “brain child” of Scientists of Tomorrow. It was conceived, 
pioneered and expanded under Scientists of Tomorrow administration. Scientists 
of Tomorrow is experienced in this activity. 

2. For an institution of higher learning to take the initiative in activating the 
JESSI program, the session immediately becomes identified as a student recruit- 
ing device for the host. 

In Oregon, because of an understanding between the institutions of higher 
learning and the secondary schools concerning recruiting, the colleges and uni- 
versities may not initiate a program of the JESSI sort, but, by invitation by an 
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external administering agency, they may serve as host to the program. This 
situation, no doubt, is true in other areas of the country. 

8. For the National Science Foundation, a Federal Government agency, to 
initiate this program directly through its offices may give rise on a national scale 
to the concern of Federal Government aid to education. 

By having the JESSI program activated and administered by a private, non- 
profit agency, with Federal funds, JESSI is from once to twice removed from 
Federal Government participation. 

4. A single agency should administer the JESSI program for coordinating 
and evaluating purposes, and for economy reasons. 

No matter who performs the service, costs incident to JESSI activation must 
be met. An agency specializing in this type of activity can activate and ad- 
minister JESSI on a broad scale at less cost than if each JESSI session is insti- 
tuted by a separate organization. 

Respectfully submitted, 
Srantey H. Surrk, Ezecutive Director. 


Apri 1, 1957. 
Mr. STANLEY H. SHIRK, 


Executive Director, Portland, Oreg. 


Dear Mr. SuirkK: Your letter of March 21 has been referred to me by Senator 
Magnuson in connection with the scheduling of witnesses to be heard on the in- 
dependent offices appropriation bill, H. R. 6070. 

First, allow me to explain that the House reduced the appropriation for the 
National Science Foundation for 1958 from the estimate of $65 million to last 
year’s amount of $40 million, thus allowing for no increase in any programs. 
The problem before this subcommittee, therefore, is how much of the $25 million 
they will recommend to be restored. Whatever amount may be finally agreed 
upon in the conference between the House and the Senate is then, under the law, 
allocated by the National Science Foundation with the aid of its panels as to the 
relative evaluation of the respective projects and programs. Under this situation 
it seems doubtful that this subcommittee would recommend the embarking of a 
particular sum for any single project, no matter how worth while it may appear. 

I believe your request has the sympathetic understanding of Senator Magnuson, 
who is deeply interested in the work of the National Science Foundation, and it 
seems to me that your purpose can be well served by inserting your letter, with 
appropriate exhibits, into the hearing record, and that the expense to you of a 
personal appearance would not be justified. 

If you still desire a hearing, your appearance can be scheduled for Friday, 
April 12. Please advise whether you wish to be scheduled. 

Very truly yours, 


EArt W. Cooper, 
Clerk to Subcommittee in Charge of 
Independent Offices Appropriation Bill, 1958. 


Marcu 29, 1957. 
Mr. STANLEY. H. Suirk, 


Executive Director, Scientists of Tomorrow, Portland, Oreg. 

Dear Mr. Suirk: I have your letter of March 21, which you sent to me on 
advice of Senator Knowland. 

I am passing this along to the clerk of my subcommittee, Mr. Cooper, with 
the suggestion that he peruse the material and then get in touch with you 
directly concerning the advisability of your appearing. 

Best regards. 

Sincerely, 


WARREN G. MAGNUSON, 
United States Senate. 
P. S.—The National Science Foundation is scheduled to appear at 11 a. m. on 
April 5, and outside witnesses will be scheduled for April 12. 
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NATIONAL SCIENCE FOUNDATION, 


Washington, D. C., July 25, 1956. 
Mr. STaNLey H. SHIRK, 


Portland, Oreg. 


Dear Mr. Surek: It was a pleasure to talk with you in Corvallis. I was most 
interested in the projects you outlined. Unfortunately, the budget of the Founda- 
tion has always required that we support fewer projects than there are good 
ones submitted to us. However, it is often possible to achieve our mutual goals 
more rapidly by sharing ideas and suggestions even when financial backing of 
individual projects is not possible. 

It may be that next year we shall be able to support summer conferences for 
secondary school students, and I would encourage you to submit a proposal along 
these lines so that we may consider it for possible inclusion in the Foundation 
program. In the meantime, should you happen to be in Washington please let 
me know so that I can arrange to talk further with you if you wish. 

Sincerely yours, 
J. A. CAMPBELL, 
Project Director for Operations, Education in the Sciences. 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
February 7, 1957. 
Mr. STANLEY H. SHIRK, 
Ezecutive Director, Sicentists of Tomorrow, 
Portland, Oreg.: 


Dear Mr. Suirk: Thank you for your letter of January 24 calling to my atten- 
tion the junior engineers’ and scientists’ summer institute program, which in- 
cludes Montana. I regret to learn that the National Science Foundation lacked 
funds sufficient to grant your request for $40,000 for this worthwhile project in 
the 1957 budget. 

I have talked to officials in the National Science Foundation about this matter, 
and have learned that the Foundation considers the JESSI program a worth- 
while enterprise. However, the Foundation lacks sufficient funds to carry for- 
ward many of the excellent educational programs presented to it, and it there- 
fore must rely on recommendations by an outside panel of competent scientists 
for the final selection of the manner in which the limited funds for the educa- 
tional activities of the Foundation are used. 

I am today, however, writing to the National Science Foundation urging that 
it reconsider your request of $40,000 for the 1957 JESSI program, and indicating 
my hope that the 1958 budget request for the National Science Foundation for 
the item “Education in the sciences” will be increased sufficiently to permit 
favorable action on the JESSI request for funds in 1958. 

Thank you again for calling to my attention the promotional activities in the 
fields of science of Scientists of Tomorrow. 

Sincerely yours, 
JAMES E. Murray. 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., February 7, 1957. 
Hon. Henry M. JACKSON, 
United States Senate, Washington, D.C. 


My Dear SENATOR JAcKSON: I have your letter of January 31, in which you 
ask about the Scientists of Tomorrow and their request for support from the 
National Science Foundation. The proposal received from Scientists of Tomor- 
row was given careful consideration and was submitted for review to several 
persons of high competence who are not members of the Foundation staff. The 
comments of these reviewers on this and competing projects unfortunately 
resulted in our not being able to support JESSI this fiscal year. 

The project has merit and is one in an area in which the Foundation has 
a keen interest. The number of meritorious proposals submitted to us for con- 
sideration this year, however, greatly exceeded the funds available for their 
support, and consequently it became necessary to witbhold assistance from 
many desirable projects on the basis of Judgments as to relative urgency made 
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by outside experts. We are asking for some additional funds in our 1957-58 
budget for this type of project, but still on an experimental basis and probably 
not sufficient to cover JESSI’s indicated needs for the future. 

In any event, we will be happy to explore possibilities for the future with 
JESSI. Members of our staff have met Mr. Shirk before, and it will not be 
necessary for him to come to Washington to present his case directly. 


We appreciate your interest in this matter, and we will be glad to provide 


you with any further information you may wish to have. 
Sincerely yours, 
ALAN T. WATERMAN, Director. 


NATIONAL SCIENCE FOUNDATION, 
OFFICE OF THE DIRECTOR, 
Washington, D. C., February 7, 1957, 
Hon. WARREN G. MAGNUSON, 
United States Senate, Washington, D.C. 


My Dear SENATOR MAGNUSON: I have your letter of January 29, in which 
you ask about the Scientists of Tomorrow and their request for support from 
the National Science Foundation. The proposal received from Scientists of 
Tomorrow was given careful consideration and was submitted for review to 
several persons of high competence who are not members of the Foundation 
staff. The comments of these reviewers on this and competing projects unfor- 
tunately resulted in our not being able to support JESSI this fiscal year. 

The project has merit and is one in an area in which the Foundation has 
a keen interest. The number of meritorious proposals submitted to us for con- 
sideration this year, however, greatly exceeded the funds available for their 
support, and consequently it became necessary to withhold assistance from 
many desirable projects on the basis of judgments as to relative urgency made 
by outside experts. 

In reply to your inquiry as to whether we need additional authority to under- 
take a program of this nature, we believe that under our present statute we 
can experiment with this type of program in an effort “to develop and encourage 
the pursuit of a national policy for the promotion of basic research and educa- 
tion in the sciences.” However, before undertaking a full-scale program vf 
this kind, it would be desirable to have a more explicit mandate from the Con- 
gress. 

In any event, we will be happy to explore possibilities for the future with 
JESSI. 

We appreciate your interest in this matter, and we will be glad to provide 
you with any further information you may wish to have. 

With kind regards. 

Sincerely yours, 
ALAN T. WATERMAN, Director. 


Unirep States Atomic ENERGY COMMISSION, 
HANFORD OPERATIONS OFFICE, 
Richland, Wash., August 8, 1956. 
Mr. STANLEY H. SHIRK, 
Ewvecutive Director, Scientists of Tomorrow, 
Portland, Oreg. 

Dear Mr. Surrk: This is in reply to your letter of August 7, 1956, relative to 
your Junior Engineers’ and Scientists’ Summer Institute. 

The Atomic Energy Commission is extremely interested in your program and 
considers it a very worthwhile endeavor. 

There can be little doubt that your summer institute is of consequence to in- 
dustry. As you are well aware, there is an increasing need for engineers and 
scientists, and your program can do much to encourage qualified young persons 
to obtain a higher education in these fields. 

You certainly may feel free to invite Hanford participation in future sessions; 
in fact, we will welcome an opportunity to participate. 

Mr. Englund and Mr. Kirby were enthusiastic about your summer institute 
and believe that its continuance will be of benefit to all concerned. 

Sincerely yours, 
J. BE. Travis, Manager. 





eves e dw. 





494 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


Marcu 14, 1957. 
Mr. STantey H. Surrk, 
Ezecutive Director, Scientists of Tomorrow, 
Portland, Oreg. 


Dear Mr. Surex: I read through the material you sent Mr. Kauffmann with 
considerable interest. (Your JESSI program seems to offer much promise in 
helping the most capable secondary school students in fully evaluating the possi- 
bilities of careers in science or engineering and further, in giving them more 
confidence in their choice, if these have already bene made.) I would appre- 
ciate your keeping me informed of the outcome of the expanded institutes you 
plan for this summer. 

I was happy to see the amount of participation of Atomic Energy Com- 
mission activities in your institute last year. We encourage this both on the 
part of own staff and on the part of our contractors. 

Unfortunately the story with respect to direct financial support is less en- 
couraging. Under our present policies and budget it is not possible for us to 
offer direct assistance to those participating in the JESSI program this year. 
Any support we provide for the secondary schools or for colleges and universi- 
ties must be for programs that are directly related to the Atomic Energy Com- 
mission’s mission. The institutes which you describe are only incidentally 
related and we find it impossible to justify financial support. The National 
Science Foundation, as you know, would be the appropriate Federal agency, 
through its education in the sciences program, to consider assisting projects 
such as JESSI. 

Good luck on your institutes this summer. 

Sincerely yours, 
Original signed by D. M. Morris, 
W. KENNETH Davis, 
Director, Division of Reactor Development. 


JUNE 26, 1956, Vancouver, Wash. 
ALUMINUM COMPANY OF AMERICA, 
Vancouver, Wash. 


Dear Strs: We want to thank you for sponsoring our son to the Junior Engi- 
neers’ and Scientists Institute at Corvallis. We are most grateful to Alcoa for 
making this invalulable experience possible. 

I don’t know the objectives of the program but Jim acquired a great deal of 
knowledge, it further stimulated his desire for higher education and he enjoyed 
the contact with others, both adults and students, who share similar interests. 

He made one candid remark which seems significant, “I now know how very 
little I know.” 

If all the young men were benefited as much as Jim I’m sure the institute was 
a grand success. 

Thank you again for giving Jim the scholarship. 

Sincerely, 
JUNE BELCHER. 
Mrs. Donald A. Belcher. 


QUESTIONS SUBMITTED TO THE 1956 OrEGON State Cortece JESSI Strupents on 
THE LAST DAY OF THE SESSION FOR PURPOSES OF PROBABLE IMPROVEMENT AND 
EvALUATION 


Answer the following questions briefly. Your forthrightness in answer to these 
questions will guide us in the planning and the conduct of the 1957 JESSI session. 
1. Regardless of your partieular interests, which type of class period was of 
greatest value to you (lecture, lecture-demonstration, primarily demonstration, 
lecture-moving-pictures, student participation)? Explain. 
2. Regardless of your particular interest, which classes were the most worth- 
while to you? Why? 
3. If you were in charge of the institute, what changes or additions would you 
make to improve— 
(a) Your personal comfort on the campus? 
(6) The schedule to realize greater returns to you, personally, and to the 
group as a whole. (Do not include “more time free” for fraternizing with 
the 4-H lassies, we take this for granted.) 
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4. Which classes were of the least worth to you? The least interesting? Is 
your opinion based on course content? Manner of presentation? Inattention? 
Do others concur in this opinion? 

5. (a) In what ways has this JESSI session been of value to you? 

(6) If the 1957 JESSI were to be open to 1956 participants, assuming the 


finances were available to pay the cost, and you were free to come, would you 
enroll? Why? 





First ANNUAL JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE, 
OREGON STATE COLLEGE, 1956 REPorT 


1. Enrollment: 128 boys; 1 girl. 

2. Fifty-nine high schools in 49 communities in 26 Oregon and 3 Washington 
counties were represented. 

3. Half of the students were entering 11th grade and the other half the 12th 
grade in September 1956 (happenstance). 

4. Insufficient scholarship aid to care for more than the above enrollment: 
100-plus, applicants rejected, all of whom requested full assistance. 

In terms of the 200-capacity enrollment, income from student fees was 30 per- 
cent of the total budget. 

5. Every student who received partial or total scholarship aid was required 
to write a “thank you” to the donor. 

6. The session was highly successful (based on observations by staff, and 
written answers to questions) : 

(a) Every student was appreciative for the campus experience. 

(b) Every student was glad for the opportunity to survey the science and 
engineering programs in the hands of the experts. 

(c) The majority felt that the lecture-demonstration type of class was most 
profitable, with student participation ranking a remote second. 

(d) 40 students felt that they were appreciably helped. toward making a voea- 
tional decision (further study will be made when the students are in their 
sophomore year of college). 

(e) 12 felt that the session had accomplished its intended purpose and would 
not return if permitted. The great majority would return, many even if it 
were a repeat session (because there is so much more to gain), others if it were 
of an advanced character. 

(f) The students were so keenly interested in the technical book section of the 
library that the librarian will give the 1957 JESSI students library privileges 
during the session. The faculty will capitalize on this privilege by assigning 
evening study. 

PERSONAL HISTORY OF STANLEY H, SHIRK 








Education: 
| Year of 
Institution } Address gradu- Degree 
| ation 
Friends Select. School. - Philadelphia, Pa__...........- il 1 
Dickinson College TE 1929 Ph. B. 
T. C., Columbia University _.| New York City : onal) ee M.A, 
Rutgers University i L _.....| New Brunswick, N. J___--- 4 ott () 


1 In-services courses in sciences and education. 


Experience: 15 years secondary schoolteacher of mathematics and sciences in 
New Jersey. Also organizational and supervisory functions. 

1950-55, director, Oregon Museum of Science and Industry, Portland, Oreg. : 
director, J. C. Stevens Planetarium, Portland Oreg.; editor and publisher of 
museum publication Museum Musings. 

1951-54, organized and directed teen-age natural history expedition camp at 
Fossil, Oreg. 

1953-55, organized and directed Northwest Science Exposition. 

1954-55, organized and directed Multnomah County (including the city of 
Portland schools) Science Exposition. 

1953-55, encouraged and advised in the staging of several local science shows 
in Oregon. 


90699—57——-22 
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1954, organized and coordinated half hour science television programs Your 
World of Science—KPTV, Portland, Oreg. 

1955, executive director, Scientists of Tomorrow. 

Affiliations: 1953-56, associate member of Society of Sigma Xi, University of 
Oregon Medical School. 

1954-55, director and member, Portland Symphonic Choir. 

1954-56, director, Portland chapter, Izaak Walton League of America. 
Marital status: Married ; five children. 
PROPOSAL DIRECTED TO APPROPRIATE CAMPUSES ACROSS THE 
1958 JESSI SESSIONS 


NATION FOR HOSTING 








DEAR : We are presently making soundings of college and uni- 
versity interest in hosting Junior Engineers’ and Scientists’ Summer Institute 
(JESSI) sessions at the close of school in June 1958. Your institution is very 
appropriate for hosting the JESSI activity. 

The four 1957 JESSI ssesions in Oregon, Montana, Nevada, and Utah are 
being financed by voluntary student payments and industrial subsidy. Effort 
is being made to eliminate dependence on the uncertain latter, beginning 1958, 
by securing substantial financial assistance from a noncommercial source which 
we feel it is premature to identify. Herein we have reasonable hope. 

JESSI has a recruiting value for the host institution, but overt recruiting 
while the students are on the campus is discouraged. Enrollees are advised that 
JESSI is not a campus recruiting program. 

Basically, JESSI is a means of giving educational and vocational information to 
11th- and 12th-grade students of demonstrated ability by experts in their respec- 
tive fields of endeavor. Only as the students are properly advised at this critical 
period of their scholastic careers, and under impressive circumstances which 
Tesult in great receptivity, can they make wise and intelligent decisions with 
respect to their immedate and more remote educational and vocational futures. 

It is in anticipation of receiving substantial financial assistance in support of 
broad activation of the JESSI program that we submit the above proposal for 
your consideration. The magnitude of our program is too great to depend on 
gratuities for its financing. 

We await your pleasure. 

Sincerely yours, 
STANLEY H. Sure«, Peecutive Director. 


JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE (JESSI) 


The responsibilities of Scientists of Tomorrow in setting up a JESSI session 
are as follows: 

1. Total financing of the session. 

2. Receiving and disbursing JESSI funds. 

8. Concurrence with the host institution on the budget for the session. 

4. Preparing and mailing all JESSI announcements to the high‘ schools within 
the area encompassed by the session. 

5. Preparing and mailing student applications for admission and supplemen- 
tary descriptive materials for home perusal. 

6. Preparing and releasing newspaper and radio announcements prior to the 
finalizing of the student roster for the session. Thereafter, the campus depart- 
ment of public information has full responsibility for news releases. 

7. Arranging for evening sessions which are slanted toward vocational op- 
portunities and training for same. If considered of worth by the host campus, 
arranging for 1 day of industrial plant visitations. 

8. Personal appearances before professional groups—teachers, principals, 
superintendents, scientific and technical societies, and other concerned asso- 
ciations. 

9. Close liaison with the campus principal who will be identified as the assist- 
ant to the director, and who will be responsible for the coordination of all JESSI 
activities during the session. 

10. Submitting questions to the student participants relating to their personal 
evaluation of the session. The questions will be answered in writing, prefer- 
ably the last day of the institute. 
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The answers become the property of Scientists of Tomorrow, but may be 
studied by host authorities during the ensuing 3 months following termination 
of the session. 

What are the responsibilities of the host institution? 

1. Set the dates. 

2. Plan the instructional program and the schedule of classes. 

8. Arrange for all room reservations for all scheduled classes and other 
meetings. 

4. Determine the minimum enrollment to justify hosting the session, and the 
maximum number of students it chooses to accommodate. 

5. In the event of an excess number of applications, which will likely be the 
situation, make final selection of applicants. 

All applications will be mailed by the high school office, and will be accom- 
panied by the applicant’s high school record. 

6. Select the faculty. Personal radiant enthusiasm for the field of his occupa- 
tion is an excellent criterion. The JESSI faculty will be in the employ of 
Scientists of Tomorrow. 

7. Determine all on-campus costs—hourly fee for faculty services, and total 
faculty hours; fee for use of physical education facilities, including swimming 
pool; per capita board and lodging; hourly fee for on-campus secretarial services ; 
group supervisors in ratio of 1 to 25 students; assistant to the director; health 
service fee (if any) ; other campus fees. 

8. Inform the physical education department, the director of dining service and 
dormitories, the librarian, and other participating campus agencies of the dates 
of the session and of the maximum enrollment. 

9. Arrange for group supervisors in the ratio of 1:25 (maximum). Super- 
visors will be in the employ of Scientists of Tomorrow. 

10. The campus address of JESSI should be that of the campus coordinator. 
All applications for admission to the session will be mailed to this address directly 
from the high schools. 

11. The host campus department of public information will issue all news re- 
leases on the JESSI session beginning on the date the student roster is finalized 
(3 weeks to a month prior to the opening of the session). 


1958 BUDGET 


(Name of institution) 
JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE 


. Faculty wages, ...-_- hours at $__---- /class hour 
. Apsletant. to te: TOPOS COS WD nici ctenicbeetinwninlhne aan 
. Wages of group supervisors, -.-_-- SEP eicsnene~ /session 
Two weeks board and lodging, $._---- /person, 
. Physical education facilities 
. Health supervision 
. Farewell dinner: 
(a) Guests, $..---- /persons —__-_- people 
(b) Inereased cost per student 
8. Bus service: 
(a) Industrial trip (__._. miles) averaging $..__~- /mi/bus, 
sia I se rh cn decals a ies eae 
(b) Interim Sunday outing (~~ miles) 


NAQvrwON 


a we a a a ew eo ee ee ee ew eee 


Remarks: 


EXECUTIVE DIRECTORS, 
Scientists of Tomorrow. 
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JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE BUDGET PLANNING GUIDE * 


1. Faculty wages, 440 hours at $15/class hour (daily hours of instruc- ; 

tion vary from 1 to 3 hours per instructor) ~--------------------- 6, 600. 00 
2. Group supervisors (10) at $150.00/session -.__--------------------- 1, 500. 00 
3. spear We Tie ee ee ee eh eee 250. 00 
4. 2 weeks board and lodging for 261 people (includes 250 students, 

10 supervisors, Assist. to Director) at $32/person _.._------~------ 8, 352. 00 
5. Physical education privileges, including swimming pool and essential 

FE nen ne node dip escent eyteeter cen dsaterinat ete geiscareen at wade 250.00 
i er Ir WN nn ee cc nonceneetenapns Sonweeee 
7. Guests at farewell dinner (25 at $1.75/plate) _-_-_--_--___--_-_---_ 48. 75 
8. Farewell dinner, increased cost per student, $0. 80 _-------------~_ 200. 00 
9. Other fees__.____ a ie ce a i aa ee ean ce eitnenas ce 


1 Based on budgets of 4 presently established sessions. 

Notr.—Item No. 1 is based on two 2-hour class periods daily, numbering 25 students per 
class, and one 1-hour general session; 1 day off-campus for industrial trips; one 2-hour 
session per class the morning of the second Saturday. On the interim Sunday, following 
nondenominational services, the students are taken to some suitable location for a picnic 
outing and general relaxation. Costs of bus transportation are not considered campus 
costs, and are determined by Scientists of Tomorrow on the basis of current transportation 
rates, number of students, and distances to destinations. 


STATUS OF THE 1957 AND 1958 ACTIVATION OF THE JESSI ProGram 


1957 SESSIONS 


Students 
Brigham Young University, Provo, Utah, first session__.__.-._._-_---------~-- 250 
Montana State College, Bozeman, Mont., first session____._.___-_._-_._---_------ 120 
Oregon State College, Corvallis, Oreg., second session____-_--------------- 250 
University of Nevada, Reno, Nev., first session__._._._._.._.--------------~-.- 125 


1958 SESSIONS 
Arizona 

University of Arizona: Strongly favorable; sensitive to industrial solicitation 
for support. 


California 

California State Polytechnic College: Strongly favorable; sensitive to indus- 
trial solicitation, 

University of California, Berkeley: Strongly interested; rejected 1957 host 
proposal principally on objection to industrial solicitation. Has support of Dr. 
Glenn Saborg, chemist. 

Kansas 


Kansas State College of Agriculture and Applied Science: Strongly favorable, 
in accord with proposal (see letter). 


Michigan 
Michigan State University: Strongly favorable, in aceord with proposal. 
Nebraska 


University of Nebraska: Strongly favorable ; objects to industrial solicitation. 
New Mezico 

New Mexico College of Agriculture and Mechanic Arts. 
Pennsylvania 

Lafayette College: Strongly favorable; sensitive to industrial solicitation. 
Rhode Island 


University of Rhode Island: Strongly favorable if funds made available. 
Interpret as sensitive to industrial solicitation. 


South Dakota 


‘ South Dakota State College of Agriculture and Mechanic Arts: Strongly 
interested, in accord with proposal. 


Texas 


Agricultural and Mechanical College of Texas: Interested; to date no firm 
position. 


University of Houston: Strongly interested ; sensitive to industrial solicitation. 
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Washington 
State College of Washington: Strongly interested. 


NoTe.—’ Sensitive to industrial solicitation” implies that the institution does 
not favor JESSI support by this means, and will make a firm understanding 
only if financing is by other means. 

The above indicated positions with respect to hosting JESSI are by duly 
constituted campus authority. 

The engineering departments on two additional California campuses have 
expressed keen, but unauthoritative, interest in hosting JESSI. 

This 1958 listing does not exclude 1957 host institutions. By virtue of their 
present commitments, we feel assured of:their continuing host interest, but that 
it is presently premature to raise the question other than with Oregon State 
College which has experienced JESSI. 

A Government grant in support of nationwide activation of JESSI will crystal- 
lize the above interest into favorable decisions, and will expedite favorable 
decisions by many other campuses across the Nation which have received host 
proposals for 1958 JESSIs. 


Respectfully submitted. 
STANLEY H. Suirx, Ezvecutive Director. 


INITIAL ANNOUNCEMENT OF 1957 JESSI SESSIONS 


ScIENTIsTs OF ToMORROW, 
October 1, 1956. 
A Letter to the Science Teacher: 

The verbal and written observations by the student participants in the 1956 
Oregon Junior Engineers’ and Scientists’ Summer Institute attest to the great 
educational worth of the program, and justify expanding the session to appro- 
priate campuses in other States. The qualified students in your school will be 
pleased to learn that a JESSI session is within their reach. 

In the belief that an early announcement of the 1957 JESSI session will serve 
to help motivate your students toward an improved attitude in their studies, and 
perhaps encourage a wiser choice of electives, we are asking the science teachers 
to post this notice where the students will be sure to see it—especially the 10th 
and the 11th graders. 

By mid-April 1957, literature supplementing this notice will be mailed to you 
which interested and qualified students may take home for parent perusal. At 
this time you will receive the application forms with instruction concerning their 
disposition. 

Your wholehearted cooperation in bringing this 1957 JESSI session to the at- 
tention of your students will be a great service to them, and will be appreciated 
by the host institution and Scientists of Tomorrow. 

Sincerely yours, 
STANLEY H. SHirk, Evecutive Director. 


BOYS—GIRLS 


ScIENTISTS OF TOMORROW ANNOUNCES THE SECOND ANNUAL JUNIOR ENGINEERS’ 
AND SCIENTISTS’ SUMMER INSTITUTE TO BE HOSTED BY OREGON STATE COLLEGE, 
JUNE 9-22, 1957 


What is the purpose of the JESSI program? 


JESSI is a 2-week educational-vocational survey-guidance session in the 
areas of engineering and science. The instructional staff includes specialists 
in the Schools of Engineering and Science, and is under the supervision of Dean 
G. W. Gleeson and Dean F. A. Gilfillan. The program is especially designed as 
an orientation session for next September’s lith and 12th grade high-school 
students. 


Who may apply for admission to JESSI? 


YOU—if you will enter the 11th or 12th grade in September of 1957 ; 

—if you have successfully pursued at least 3 courses (by the end of the 
10th grade) to 4 courses (by the end of the 11th grade) of high-school 
science and/or mathematics ; 

—if you and your teachers think that you can successfully pursue college 
studies in the science and engineering areas when the time comes; 

—if you are undecided about your college and/or vocational career ; 





oe a | 
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—if you plan to enter the engineering, medical, scientific, or teaching pro- 
fession and are in need of scholastic and/or vocational guidance; 
—if you did not participate in the 1956 JESSI. 


How are the applicants selected for admission to JESSI? 


(a) On the recommendation of your high-school principal. 

(6) On the basis of your high-school scholastic record, especially in English, 
mathematics and science. 

(c) On your ability to pay all, or part of the $75 total coverage of all on-campus 
costs. 

(d@) On the availability of scholarship grants for those who are worthy of 
financial assistance. 

(e) On the basis of capacity enrollment, which is limited to 250 students. 


When may you apply for admission to JESSI? 


Not before May 1, 1957. By this date, application forms and literature descrip- 
tive of the session will be in the hands of the head science teacher of your 
school. Applications are due in the office of Dr. F. A. Gilfillan, Dean, Schoo! of 
Science, Oregon State College, Corvallis, Oreg., not later than May 15. 

In the meantime, do the best job that you can in your academic studies. 
There will be many more applicants for admission to the 1957 JESSI than can 

;, be enrolled. Prove to yourself and your teachers that you have what it takes 
to qualify for participation in the 1957 JESSI session. 

Address all inquiries to Stanley H. Shirk, Executive Director, Scientists of 
Tomorrow, 1926 S. W. Clifton Street, Portland 1, Oreg. 


What is the objective of Scientists of Tomorrow? 


Scientists of Tomorrow, a nonprofit, tax-exempt corporation, has been organized 
to bring together the particular resources of our schools, of our colleges and uni- 
versities, and of business and industry for the purpose of encouraging, activating, 
and staging programs designed to motivate increased youth interest and partici- 
pation in the scientific and technical areas of learning. 

The objective of Scientists of Tomorrow has been set up with the conviction 
that the problems relating to the scientific and engineering manpower supply, and 
the problem of science education generally, must be attacked on both sides of the 
teachers’ desks—intensively, extensively, and now; that there is a need for an 
organization of this sort to spearhead educationally acceptable programs over a 
broad geographical area; that the schools and colleges, the students, the parents, 
the general public, and business and industry welcome this constructive effort as 
a valuable and essential adjunct to the formal school program. 


What are the resources of each of the above agencies? 


Of the school: Youth, our Scientists of Tomorrow, and the administrative and 
professional organization by which youth can be reached and encouraged. 

Of the colleges and universities: The physical plant, and the scientific and 
technical staff. 

Of business and industry: Finances to support the youth activities. These 
activities realize certain immediate educational and social returns, and ultimately 
benefit industry by an improved scientific and technical man-power potential. 


Currently, what is the program of Scientists of Tomorrow? 


1. The Statewide Science Exposition: It is a means of encouraging the or- 
ganizing of local school district science fairs, to be conducted by local school 
faculties, which serve as a device for reaching and interesting a maximum num- 
ber of pupils; it serves as the culmination of the local school district science fairs 
within the State, wherever they are set up, and is therefore an added incentive 
for participants to put forth their best effort; it is a mildly competitive, quality 
program set up for the purpose of bringing together the promising scientific 
youth talent of the State, and of putting on display their scientific handiwork. 

2. The Teen-Age Natural History Camp: A 2-week field experience in the 
natural sciences (geology, paleontology, botany and zoology). 

8. The Junior Engineers’ and Scientists’ Summer Institute: An orientation ia 
the areas of science and engineering, at the college level, for 11th and 12th grade 
high-school students who have demonstrated the ability to successfully pursue 
college studies when the time arrives. 

4. Financial support permitting, Scientists of Tomorrow will engage in any 
activity which is educationally sound, and which has as its objective increased 
youth interest and participation in scientific endeavor. 








INDEPENDENT OFFICES APPROPRIATIONS, 1958 501 


How is the Scientists of Tomorrow organization supported? 


To carry on its work, Scientists of Tomorrow is dependent upon gratuities from 
private sources, from foundations, and from business and industry. 


All contributions to Scientists of Tomorrow, or to any particular program 
sponsored by it, are tax deductible. 


LITERATURE MAILED TO THE HIGH SCHOOLS ABOUT APRIL 1, 1957 
Scientists of Tomorrow 


INSTRUCTIONS TO TEACHERS FOR HANDLING JUNIOR ENGINEERS’ AND SCIENTISTS’ 
SUMMER INSTITUTE 


APPLICATIONS—A MESSAGE TO THE PARENTS—-NEWS RELEASE 


- Kindly make JESSI literature available to teachers of 10th and 11th grade 
students. 


2. Post a bulletin board announcement, a message to the parents, and an appli- 
cation for all students to see, 

3. Give “A Message to the Parents” only to those students who are seriously 
considering applying for admission to the JESSI session. 

4. A student wishing to apply for enrollment should be given 1 white and 1 
colored application form. Both are to be filled in by the applicant, signed, and 
returned to the designated school authority. 

5. The application should be signed by the high-school principal, or someone 
in authority, and mailed to the host campus accompanied by the student’s high- 
school record (grades 9-10-11). If I. Q. and/or achievement test scores are 
available, they should be included on the record. 

Applications must be received on host campus not later than due date appear- 
ing at the bottom of the application form. 

6. Any number of students may apply for admission to JESSI. Recommend 
only those whom you are reasonably confident can successfully pursue the col- 
lege program of studies in the technical areas when the time arrives. However, 
it is not imperative that a student be of superior intelligence to be eligible for 
admission. 

7. Because the press is more apt to give attention to news items if they are 
from a local source rather than from the host campus or from scientists of to- 
morrow, we request the courtesy of having the enclosed news release placed in 
the hands of the local news editor. 

It will be in the interest of local students in need of financial assistance to 
have this release appear in the local paper at the earliest convenience. 

Scientists of Tomorrow sincerely regrets the need for recruiting local assistance 
to find financial help for applicants in your school. 


NEVADA 


Scientists of Tomorrow 
Press release 
Immediate release 

Announcements and application forms of the University of Nevada Junior 
Engineers’ and Scientists’ Summer Institute have been received by (name of 
your local high school(s)). Tenth and eleventh grade students from the high 
schools of Nevada and 26 counties of northern and eastern California may apply 
for admission. The 2-week session will be held June 9-22, 1957. 

The total per capita cost for this science-engineering orientation experience is 
$116. This fee includes board, lodging, tuition, field trips, supplies, and costs 
incidental to setting up the session. The students pay their transportation from 
home to the campus and return. 

The sponsoring nonprofit organization, Scientists of Tomorrow, has not re- 
ceived sufficient contributions to the JESSI student assistance fund by its solicita- 
tion of business, industry and related organizations to eliminate “ability to pay” 
as a factor in determining who shall be admitted. Recognizing the fact that 
there are many qualified and superior students from homes in the lower income 
brackets who will be denied the benefits of JESSI, Scientists of Tomorrow 
appeals to interested personalities and agencies to give and seek out financial 
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help for local students who must have this aid if they are to be admitted. Con- 
tact your local high school. 

Applications are due on the campus by May 10, 1957. Enrollment is limited 
to 125 students, not more that 20 percent of which will be girls. 

Industry, generally, will require considerable education before its sights, 
which are now set on the current crop of college graduates, are also set on the 
qualified, promising, impressionable high-school students who are in need of 
this educational and vocational guidance experience at this critical period in 
their scholastic careers, and who might ultimately be added to industry’s man- 
power pool. 





Scientists of Tomorroir 


JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE {JESSI) 
PERSONAL EQUIPMENT 


Personal cleanliness and neatness of attire is expected of everyone during the 
scheduled class sessions. Proper and modest dress is requested of everyone on all 
occasions. 

Coin-operated washers and driers are at the convenience of the students in their 

| respective living quarters. Electric irons may be borrowed from the house mother 
or other supervisor in charge. 

1. Footwear—at your discretion—oxfords, baskethball-type shoes, lounge slip 
pers, etc. Heavy hiking shoes unnecessary. Plan on a change of socks at least 
every other day. 

2. Clothing—T-shirts, sport shirts, sweater or jacket. Plan on a change of 
underwear at least every other day. Swim trunks. Shorts O. K., but not appro- 
priate wear in class. Dungarees and/or other trousers. 

3. Toilet articles—soap and container, tooth brush and dentifrice, washcloth 
and towels, comb and brush, fingernail file. 

4, Miscellaneous—stationery and pen, shoe-polish equipment, pencils and note- 
book, stamps, needle and thread, etc. 


Optional 


1. Sportswear and equipment—tennis archery, softball, etc. 
2. Radio—record player—T. V. 

3. Games—cards, chess, checkers, etc. 

4. Camera and film. 


Forbidden 


1. All forms of tobacco. 2. Alcoholic beverages. 3. Gambling. 

We must remember at all times that not only are we guests of the host institu- 
tion, but that we also represent the institution and our respective high schools in 
the eyes of the public. It is expected that each student will so conduct himself 
(herself), in class and out, that a high level of esprit de corps will be maintained 
throughout the session. 

A Message to the Parents 


ScIENTISTS OF TOMORROW ANNOUNCES THE First ANNUAL JUNIOR ENGINEERS’ 
AND ScrIeENTISTs’ SUMMER INSTITUTE (JESSI) JUNE 2-15, 1957 HosTEep By 
BRIGHAM YOUNG UNIVERSITY, Provo, UTA 


What is the JESSI program? 


JESSI is a 2-week educational-vocational survey-guidance session in the sci- 
ence and engineering areas for the intellectually qualified students who will enter 
the 11th or the 12th grade in September 1957. 

JESSI is an activity which provides the participants with a first-hand experience 
with the professional staffs of the engineering and science schools of the host 
college or university, with the classrooms and laboratories of these schools, and 
with the scientific and technical studies the college student of science or engineer- 
ing will pursue in the area of his interest during his college career. 

JESSI provides the students with an opportunity to learn of the technical 
man-power requirements of certain industries from representatives of those in- 
dustries, and of the essential training therefor. 

JESSI, therefore, orients the precollege student with respect to the areas of 
science and engineering, and sets up more clearly defined objectives for the 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 503 





student to shoot for. This perspective will enable him to more wisely choose 
the high school electives best suited to his future aspirations, and, we trust, will 
cause him to apply himself more diligently to his studies during the remaining 
years of high school. 

JESSI is not a student recruiting program. The host campus is expressiy re- 
quested to engage in no overt recruiting activity. 


What other values of immediate and future worth are to be gained in JESSI? 


1. Self-confidence, and the alleviation of emotional disturbances when making 
the transition from high school and home environment to campus life. JESSI 
is a “taste” of the not-too-remote future. 

2. Avoidance of costly experience—costly in money, costly in time and energies, 
and costly in disturbing emotional experience—caused by a lack of scholastic 
and/or psychological preparation for the college life and the program of studies. 

3. Helps to answer the questions, “Do I want to become a scientist or an engi- 
neer?” “Am I intellectually and psychologically equal to the study rigors required 
to successfully pursue a scientific or technical program of studies?” “Knowing 
what the future study demands will be, what can I do during the remaining years 
of high school to assure myself of being adequately prepared for the college 
course of my choice?” 

4. A great receptivity to the educational and vocational guidance offered in 
JESSI by men who are thoroughly acquainted with the realities confronting stud- 
ents in the science and engineering areas. 

5. Meeting and associating with other students of high caliber and of kindred 
interests, who represent many communities over the State and beyond. 


Must a JESSI applicant have an interest in science or engineering? 


No. JESSI is of worth to any qualified student. JESSI is of great value to 
students who are wavering in their vocational decisions, and is of especial conse- 
quence to students who have no idea what career to pursue. 


Are the students propagandized into choosing a scientific or technical study? 


No. Via class discussions, lecture and laboratory demonstrations the JESSI 
students are given educational and vocational information which form the bases 
on which the students may make their own decisions. Rather than being given 
the “stick-of-candy” treatment, the student is impressed with the fact that there 
is much hard study ahead for anyone pursuing the scientific or the engineering 
programs. 


How is the JESSI session conducted? 


Housing.—JESSI students will be housed in Wymount Resident Halls. These 
east campus dormitories accommodate 1 or 2 students per room. 

Supervision.—Dr. Lane A. Compton, College of Physical and Engineering Sci- 
ences, will direct and coordinate the session. Mature upper-class men will super- 
vise the students in the ratio of 1:25. Students will be under supervision at all 
times. 

Medical care——Medical supervision and care is provided by the professional 
staff of the campus health center. In the event of major medical attention, par- 
ents of the incapacitated will be billed for the cost of services rendered. 

Meals.—Students will be served meals planned and prepared by the campus 
dieticians. Arrangements will be made for students requiring special diets. 
Meals are served, cafeteria style, in a central dining hall near the dormitory. 

Recreation.—It is planned that all students will be out-of-doors following the 
afternoon classes. There will be organized inter-group sports under the direction 
of the student supervisors. The Smith Fieldhouse facilities will be available. 

Religious Service.—On the interim Sunday, students may attend the church of 
their choice. In the afternoon, a canyon trip is planned for general relaxation, 
and for biological and geological tours. Three evening vesper services are 
planned whereby students of the Catholic, Evangelical, and Latter-Day Saints 
faiths may worship in accord with their beliefs. 

Industrial Trip—One day will be devoted to visiting industrial operations 
within convenient bus-travelling distance of Provo. 

Ground Rules.—Students are permitted off-campus only by special permit from 
the Director. Tobacco and alcoholic drinks are prohibited. All cars brought to 
the campus will be impounded for the duration (don’t bring your car unless you 
have no other means of transportation). Lights out at 10:30 p. m. 

Instruction—The JESSI faculty is comprised of members of the Brigham 
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Young University staff. Except for the 11:00 a. m. and the 7: 00 p. m. general 
sessions, the students attend classes in groups not exceeding 25 members. Each 
group will attend a two-hour class in the morning and a two-hour class in the 
afternoon. The students attend classes for 6 to 7 hours daily. 


How is the JESSI session financed? 

The total per capita cost of the two-weck Brigham Young University JESSI ses- 
sion is $90.00. This fee includes all on-campus expenses—board, lodging, field 
trips, tuition, supplies—and costs incident to program activation. 

Recognizing that, broadly activated, JESSI will make a significant contri- 
bution to the Nation’s technical manpower pool, and recognizing the fact that 
there are many students of superior intelligence who come from families within 
the lower income brackets, Scientists of Tomorrow has made a major effort to 
secure financial assistance for JESSI applicants in need of help—in Colorado, in 
Idaho, in Utah, and in Wyoming. 

It is the hope that industry’s nationwide appeal for increased student in- 
terest in the technical areas of learning will be reflected in its support of JESSI. 
It is the hope that industry will recognize the service which JESSI ultimately 
renders its need for topflight manpower by being ready and willing to provide 
sufficient funds so that not only will every enrollee be helped and encouraged to 
the extent of the differential between the $75.00 enrollment fee and the $90.00 
per capita cost, but also so that every qualified applicant may be admitted, within 
enrollment capacity, regardless of how much he can pay toward his expenses. 

In the final analysis, JESSI is rendering an educational service of incalculable 
value to each student participant at this critical period in his scholastic career. 
It therefore becomes the moral duty of each applicant and/or his parents to pro- 
vide as much self-help as can be afforded. 

Furthermore, because there is insufficient money in the Student Assistance 
Fund to eliminate ability to pay as a factor of admission, a student in need of 
assistance should search for local sources of help, with the aid of his teacher, 
principal, superintendent, or counselor. Perhaps your clergyman or the local 
Y. M. C. A. Secretary will assist. Major business and industry, Chambers of 
Commerce, and the press have been alerted to the program and the need for stu- 
dent help. Perhaps local effort can capitalize on the work of Scientists of 
Tomorrow in the interest of local students who will be denied the benefits of the 
JESSI experience if financial aid is not provided. 

To avoid of being accused of encouraging youth indolence, we highly recom- 
mend to the student the personally rewarding experience of finding ways and 
means of earning as much as possible toward expenses. We do not recommend 
that the student borrow from any source other than his dad. 

Presently, there sre insufficient funds contributed to nay the ahove-referred- 
to differential of $15.00 for every enrollee. Applicants who can afford the total 
fee should plan to pay $90.00. Applicants who can afford to pay part of the total 
fee, and who are in a position to secure local assistance for the balance, should 
seek out potential benefactors. At this writing, applicants who cannot afford 
to pay anything, or very little, toward exnenses have little chance of heing ad- 
mitted. By the date the annlications are due on the campus, the financial picture 
for aid to needy students may improve. We sincerely hope so. 


Financial sponsors (incomnlete), 1957 Utah Junior Engineers’ and Scientists’ 
Summer Institute (JESSI) 


IDAHO 
Boise: 
*The Mountain States Telephone and Telegraph Company 


MONTANA 
Billings: 

*The Carter Oil Company 

UTAH 

Salt Lake City: 

*Chicago Bridge and Iron Company 

*The Mountain States Telephone and Telegraph Company 

Sperry Utah Engineering Laboratory 


*Contribution to be used in aid of students within a defined locale. 
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A Message to the Parents 


ScIENTISTS oF TOMORROW ANNOUNCES THE First ANNUAL JUNIOR ENGINEERS’ 
AND SCIENTISTS’ SUMMER INSTITUTE (JESSI) JuNer 2-15, 1957, HostTep By 
MONTANA STATE CoLLece, BozEMAN, MONT, 


What is the JESSI program? 


JESSI is a two-week educational-vocational survey-guidance session in the 
science and engineering areas for the intellectually qualified students who will 
enter the 11th or the 12th grade in September, 1957. 

JESSI is an activity which provides the participants with a firsthand ex- 
perience with the professional staffs of the Engineering and Science Schools of the 
host college or university, with the classrooms and laboratories of these Schools, 
and with the scientific and technical studies the college student of science or 
engineering will pursue in the area of his interest during his college career. 

JESSI provides the students with an opportunity to learn of the technical 
manpower requirements of certain industries from representatives of those in- 
dustries, and of the essential training therefor. 

JESSI, thefefore, orients the precollege student with respect to the areas of 
science and engineering, and sets up more clearly defined objectives for the stu- 
dent to shoot for. This perspective will enable him to more wisely choose the 
high-school electives best suited to his future aspirations, and, we trust, wil? 
cause him to apply himself more diligently to his studies during the remaining 
years of high school. 

JESSI is not a student-recruiting program. The host campus is expressly 
requested to engage in no overt recruiting activity. 


What other values of immediate and future worth are to be gained in JESSI? 


1. Self-confidence, and the alleviation of emotional disturbances when making 
the transition from high school and home environment to campus life. JESSI 
is a “taste” of the not too remote future. 

2. Avoidance of costly experience—costly in money, costly in time and ener- 
gies, and costly in disturbing emotional experience—caused by a lack of scholas- 
tic and/or psychological preparation for the college life and the program of 
studies. 

3. Helps to answer the questions—“Do I want to become a scientist or an 
engineer?” “Am I intellectually and psychologically equal to the study rigors 
required to successfully pursue a scientific or technical program of studies?” 
“Knowing what the future study demands will be, what can I do during the 
remaining years of high school to assure myself of being adequately prepared for 
the college course of my choice?” 

4. A great receptivity to the educational and vocational guidance offered in 
JESSI by men who are thoroughly acquainted with the realities confronting 
students in the science and engineering areas. 

5. Meeting and associating with other students of high calibre, and of kindred 
interests, who represent many communities over the state and beyond. 


Must a JESSI applicant have an interest in science or engineering? 


No. JESSI is of worth to any qualified student. JESSI is of great value to 
students who are wavering in their vocational decisions, and is of especial con- 
sequence to students who have no idea what career to pursue. 


Are the students propagandized into choosing a scientific or technical study? 


No. Via class discussions, lecture and laboratory demonstrations the JESSI 
students are given educational and vocational information which form the bases 
on which the students may make their own decisions. Rather than being given 
the “stick-of-candy” treatment, the student is impressed with the fact that there 
is much hard study ahead for anyone pursuing the scientific or the engineering 
programs, 


How is the JESSI session conducted? 


Housing.—The boys will be housed in Hamilton Hall. The girls will be housed 
in the dormitory for women—Hannon Hall. 

Supervision.—Dr. Adrien L. Hess, Department of Mathematics, will direct and 
coordinate the JESSI session. Mature upper-class men and women will super- 
vise the students in the ratio of 1:25. In addition, the girls will be under 
constant supervision in Hannon Hall by a House Mother. 

Medical Care.—The college will provide medical supervision and care. In the 
event of hospitalization, or other incurred expense for major medical services, 
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parents will be billed for services rendered. All students admitted to the session 
ie pe seulnet to submit, on the day of arrival, a certificate of health issued by a 
physician. 

Meals.—Meals, planned and prepared by campus dieticians, will be served 
cafeteria style. Arrangements will be made for students requiring special diets. 
The boys will dine in Lewis and Clark Hall and the girls in Hannon. 

Recreation.—Weather permitting, it is planned that all students will be out-of- 
doors following the afternoon scheduled sessions. The swimming pool is avail- 
able only during the time it is set aside for JESSI students. Life guards will be 
on duty. 

Religious Services.—On the interim Sunday, Catholic students, and students 
of other faiths, may attend early services, if held, in the church of their choice. 
The remaining students may attend a non-denominational service on the campus. 
An off-campus outing is planned for the day. 

Industrial Trip——aA trip is planned through the Anaconda Company’s opera- 
tions in Butte and Anaconda. A visit to the Montana School of Mines is in- 
cluded. 

Ground Rules.—Students are not permitted off-campus without a special permit 
from the Director. Tobacco and alcoholic drinks are prohibited. All cars 
brought to the campus will be impounded for the duration (don’t bring your car 

! unless you have no other means of transportation). Lights out at 10: 30. 

Instruction—The JESSI faculty is comprised of members of the Montana 
State College staff. Except for the 11:00 A. M. and the 7:00 P. M. general 
sessions, the students attend classes in groups not exceeding 25 members. Each 
group will attend a two-hour class in the morning and a two-hour class in the 
afternoon. The students attend classes for 6 to 7 hours daily. 


How is the JESSI session financed? 


The total per capita cost of the two-week Montana State College JESSI ses- 
sion is $112.00. This fee includes all on-campus expenses—board, lodging, field 
trips, tuition, supplies—and costs incident to program activation. 

Recognizing that, broadly activated, JESSI will make a significant coatribu- 
tion to the nation’s technical man-power pool, and recognizing the fact that 
there are many students of superior intelligence who come from families within 
the lower income brackets, Scientists of Tomorrow has made a major effort to 
secure financial assistance for JESSI applicants in need of help—in Montana, 
in northwestern Wyoming and in northeastern Idaho. 

It is the hope that industry’s nation-wide appeal for increased student interest 
in the technical areas of learning will be reflected in its support of JESSI. It 
is the hope that industry will recognize the service which JESSI ultimately 
renders its need for top flight man-power by being ready and willing to provide 
sufficient funds so that not only will every enrollee be helped and encouraged 
to the extent of the differential between the $75.00 enrollment fee and the 
$112.00 total per capita cost, but also so that every qualified applicant may be 
admitted, within enrollment capacity, regardless of how much he can pay to- 
ward his expenses. 

In the final analysis, JESSI is rendering an educational service of incalculable 
value to each student participant at this critical period in his scholastic career. 
It therefore becomes the moral duty of each applicant and/or his parents to 
provide as much self-help as can be afforded. 

Furthermore, because there is insufficient money in the Student Assistance 
Fund to eliminate “ability-to-pay” as a factor of admission, a student in need 
of assistance should search for local sources of help, with the aid of his teacher, 
principal, superintendent, or counsellor. Perhaps your clergyman or the Secre- 
tary of your local Y. M. C. A. will assist. Major business and industry, Cham- 
bers of Commerce, and the press within the areas encompassed by the Montana 
JESSI have been alerted to the program and the need for student help. Per- 
haps local effort can capitalize on the work of Scientists of Tomorrow in the in- 
terest of local students who will be denied the benefits of the JESSI experience 
if financial aid is not nrovided. 

To avoid being accused of encouraging youth indolence, we highly recommend 
to the student the personally rewarding experience of finding ways and means 
of earning as much as possible toward expenses. We do not recommend that 
the student borrow from anv source other than his dad. 

Presently, there are insufficient funds contributed to pay the above referred to 
differential of $37.00 for every enrollee. If the applicant can afford the full 
$112.00, by paying this amount he makes possible the attendance of a student 
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who is in the lower financial brackets, who cannot afford to pay the full fee, 
and who does not have the ways and means at his convenience for bettering his 
immediate financial status. 
Financial sponsors (incomplete), 1957 Montana, Junior Engineers’ and Scien- 
tists’ Summer Institute. 
MINNESOTA 
Minneapolis: 
The McCabe Company—to aid applicants from Cut Bank, Glasgow, Glendive 
and/or Havre. 
MONTANA 
Billings: 
The Carter Oil Company 
Shell Oil Company 
East Helena: 
American Smelting and Refining Company 
Helena: 


Mountain States Telephone and Telegraph Company 


A Message to the Parents 


ScrenTISTs oF ToMORROW ANNOUNCES THE SECOND ANNUAL JUNIOR ENGINEERS’ 
AND ScIENTISTS’ SUMMER INsTITUTE (JESSI) Junge 9-22, 1957 


Hosted by Oregon State College, Corvallis, Oreg. 
What is the JESSI program? 


JESSI is a two week educational-vocational survey-guidance session in the 
science and engineering areas for the intellectually qualified students who will 
enter the 11th or the 12th grade in September 1957. 

JESSI is an activity which provides the participants with a first-hand experi- 
ence with the professional staffs of the Engineering and Science Schools of the 
host college or university, with the classrooms and laboratories of these Schools, 
and with the scientific and technical studies the college student of science or 
engineering will pursue in the area of his interest during his college career. 

JESSI provides the students with an opportunity to learn of the technical man- 
power requirements of certain industries from representatives of those industries, 
and of the essential training therefor. 

JESSI, therefore, orients the precollege student with respect to the areas of 
science and engineering, and sets up more clearly defined objectives for the stu- 
dent to shoot for. This perspective will enable him to more wisely choose the 
high school electives best suited to his future aspirations, and, we trust, will cause 
him to apply himself more diligently to his studies during the remaining years of 
high school. 

JESSI is not a student recruiting program. The host campus is expressly 
requested to engage in no overt recruiting activity. 


What other values of immediate and future worth are to be gained in JESSI? 


1. Self-confidence, and the alleviation of emotional disturbances when making 
the transition from high school and home environment to campus life. JESSI 
is a “taste” of the not too remote future. 

2. Avoidance of costly experience—-costly in money, costly in time and energies, 
and costly in disturbing emotional experience—caused by a lack of scholastic 
and/or psychological preparation for the college life and the program of studies. 

3. Helps to answer the questions—‘*Do I want to become a scientist or an 
engineer?’ “Am I intellectually and psychologically equal to the study rigors 
required to successfully pursue a scientific or technical program of studies?’ 
“Knowing what the future study demands will be, what can I do during the 
remaining years of high school to assure myself of being adequately prepared 
for the college course of my choice?” 

4. A great receptivity to the educational and vocational guidance offered in 
JESSI by men who are thoroughly acquainted with the realities confronting 
students in the science and engineering areas. 

5. Meeting and associating with other students of high calibre, and of kindred 
interests, who represent many communities over the state and beyond. 


i 
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Must a JESSI applicant have an interest in science or engineering? 


No. JESSI is of worth to any qualified student. JESSI is of great value 
to students who are: wavering in their vocational decisions, and is of especial 
consequence to students who have no idea what career to pursue. 


Are the students propagandized into choosing a scientific or technical study? 


No. Via class discussions, lecture and laboratory demonstrations the JESSI 
students are given educational and vocational information which form the bases 
on which the students may make their own decisions. Rather than being given 
the “stick-of-candy” treatment, the student is impressed with the fact that there 
is much hard study ahead for anyone pursuing the scientific or the engineering 
programs. 


How is the JESSI session conducted? 


Housing —Boys will be housed in Central Dormitory, one or two boys to a 
room. Girls will be housed in Co-Ed Cottage, 33 N. 26th Street. 

Supervision.—An adult, who is well known on the campus, will coordinate 
the JESSI session. Mature upper-class men and women will supervise the stu- 
dents in the ratio of 1:25. In addition, the girls will be under constant super- 
vision in the Cottage by a House Mother. 

Medical Care——Arrangements have been made with the Corvallis Clinic to 
provide medical attention and care when needed. Parents will be billed directly 
by the clinic for services rendered. 

Meals.—Students will be served meals planned and prepared by the campus 
dieticians. Arrangements will be made for students requiring special diets. 
The boys will eat in the Memorial Union dining hall, and the girls will have 
their meals at the Cottage. 

Recreation.—It is planned that all students will be out of doors following the 
afternoon classes. The swimming pool is available only during the time the 
pool is set aside for JESSI students. Lifeguards will be on duty. 

Religious Services.—On the interim Sunday, Catholic students, and students 
of other faiths, may attend early services, if held, in the church of their choice. 
The remaining students may attend a nondenominational service on the campus. 
An offcampus outing is planned for the day. 

Industrial Trip—One day will be devoted to visiting industrial operations 
within convenient bus-travelling distance of Corvallis. 

Ground Rules.—Students are not permitted offeampus without a special permit 
from the Director. Tobacco and alcoholic drinks are prohibited. All cars 
brought to the campus will be impounded for the duration (don’t bring your car 
unless you have no other means of transportation). Lights out at 10:30. 

Instruction.—The JESSI faculty is comprised of members of the Oregon State- 
College staff. Except for the 11:00 A.M. and the 7:00 P.M. general sessions, 
the students attend classes in groups not exceeding 25 members. Each group 
will attend a two-hour class in the morning and a two-hour class in the afternoon. 
The students attend classes for 6 to 7 hours daily. 


How is the JESSI session financed? 


The total per capita cost of the two-week Oregon State College JESSI session 
is $90.00. This fee includes all oncampus expenses—board, lodging, field trips, 
tuition, supplies—and costs incident to program activation. 

Recognizing that, broadly activated, JESSI will make a significant contribution 
to the Nation’s technical manpower pool, and recognizing the fact that there are 
many students of superior intelligence who come from families within the lower 
income brackets, Scientists of Tomorrow has made a major effort to secure 
financial assistance for JESSI applicants in need of help. 

Several industries and related agencies have contributed to the 1957 Oregon 
State College JESSI Student Assistance Fund. However, Scientists of Tomor- 
row’s solicitation efforts have not achieved the ideal of completely eliminating 
“ability to pay” as a factor in determining who shall be admitted to the session: 

In the final analysis, JESSI is rendering an educational service of incalculable 
value to each student participant at this critical period in his scholastic career. 
It therefore becomes the moral duty of each applicant and/or his parents to 
provide as much self-help as can be afforded. 

Furthermore, because there is insufficient money in the Student Assistance 
Fund to completely eliminate “ability to pay” as a factor of admission, a student 
in need of assistance should search for local sources of help, with the aid of his 
teacher, principal, superintendent, or counsellor. Perhaps your clergyman or 
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the Secretary of the local Y.M.C.A. will assist. You may find help from the 
PTA membership as an organization or individually, from local business and 
industry, service clubs, the local press, or philanthropically minded citizens. 

To avoid being accused of encouraging youth indolence, we highly recommend 
to the student the personally rewarding experience of finding ways to earn as 
much as possible toward expenses. We do not recommend that the student 
borrow from any source other than his dad. 

Presently, there are sufficient funds on hand to admit up to enrollment capacity 
eyery student who pays the $75.00 fee. There will be a modest residue to assist 
students who need help. If the applicant can afford the full $390.00, by paying 
this amount he makes possible the attendance of a student who is in the lower 
financial brackets, who cannot afford to pay full fee, and who does not have the 
ways and means at his convenience for bettering his immediate financial status. 


Financial sponsors (incomplete) 1957 Oregon Junior Engineers’ 
and Scientists’ Summer Institute 


CALIFORNIA Portland—continued 
San Francisco: Hyster Company 
The Crown Zellerbach Foundation ee in Manufacturing Com- 
OREGON Oregon Saw Chain Corporation 
Owens-Illinois Glass Company 


Arlington: : 
*Arlington Chamber of Commerce aa ee and Telegraph 
Coos Bay: . 
*Rotary Club of Coos Bay—North| fhe Sewycc Pounaation © ompany 
sn Timber Structures, Inc. 
. Valsetz Lumber Compan 
*Cornell, Howland, Hayes and Willamette Valley ‘rember Com- 
Merryfield pany 
*Rotary Club of Corvallis Prineville : 
Culp Creek (Cottage Grove) : *Pine Products Corporation 
*Bohemia Lumber Company Riddle: 
Dallas: — : *Hanna Coal and Ore Corporation 
*Gerlinger Carrier Company Springfield : 
Medford: 


be i 
*Rogue River Orchards Company ‘imine Rotary Club 


Milwaukie: *Di L 
P & C Hand Forged Tool Company wacune Meta. SY 


Pendleton : ‘ 
Pendleton Woolen Mills E. H. Carruthers & Company 


Portland: 
Bingham Pump Company Seeder hint 
Cascade Plywood Company Longview : 
*Blectro-Measurements, Inc. *Longview Fibre Company 
First National Bank of Portland Vancouver : 
Georgia Pacific Corporation *Aluminum Company of America 


*Contribution to be used in aid of students within a defined locale. 


A Message to the Parents 


ScIENTISTS OF ToMORROW ANNOUNCES THE First ANNUAL JUNIOR ENGINEERS” 
AND ScIENTISTS’ SUMMER INSTITUTE (JESSI) June 9-22, 1957 


Hosted by University of Nevada, Reno, Nev. 


What is the JESSI program? 


JESSI is a two week educational-vocational survey-guidance session in the 
seience and engineering areas for the intellectually qualified students who will 
enter the 11th or the 12th grade in September 1957. 

JESSI is an activity which provides the participants with a first hand experi- 
ence with the professional staffs of the Engineering and Science Sehools »f the 
host college or university, with the classrooms and laboratories of these schools, 
and with the scientific and technical studies the college student of science or 
engineering will pursue in the area of his interest during his college eareer. 
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JESSI provides the students with an opportunity to learn of the technical 
man-power requirements of certain industries from representatives of those 
industries, and of the essential training therefor. 

JESSI, therefore, orients the pre-college student with respect to the areas of 
science and engineering, and sets up more clearly defined objectives for the stu- 
dent to shoot for. This perspective will enable him to more wisely choose the 
high school electives best suited to his future aspirations, and, we trust, will 
eause him to apply himself more diligently to his studies during the remaining 
years of high school. 

JESSI is not a student recruiting program. The host campus is expressly re- 
quested to engage in no overt recruiting activity. 


What other values of immediate and future worth are to be gained in JESSI? 


1. Self-confidence, and the alleviation of emotional disturbances when making 
the transition from high school and home environment to campus life. JESSI 
is a “taste” of the not-too-remote future. 

2. Avoidance of costly experience—costly in money, costly in time and energies, 
and costly in disturbing emotional experience—caused by a lack of scholastic 
and/or psychological preparation for the college life and the program of studies. 

3. Helps to answer the questions, “Do I want to become a scientist or an engi- 
neer?” “Am I intellectually and psychologically equal to the study rigors required 
to successfully pursue a scientific or technical program of studies?” “Knowing 
what the future study demands will be, what can I do during the remaining years 
of high school to assure myself of being adequately prepared for the college 
course of my choice?” 

4. A great receptivity to the educational and vocational guidance offered in 
JESSI by men who are thoroughly acquainted with the realities confronting stud- 
ents in the science and engineering areas. 

5. Meeting and associating with other students of high calibre, and of kindred 
interests, who represent many communities over the state and beyond. 


Must a JESSI applicant have an interest in science or engineering? 


No. JESSI is of worth to any qualified student. JESSI is of great value to 
students who are wavering in their vocational decisions, and is of especial con- 
sequence to students who have no idea what career to pursue. 


Are the students propagandized into choosing a scientific or technical study? 


No. Via class discussions, lecture and laboratory demonstrations the JESSI 
students are given educational and vocational information which form the bases 
on which the students may make their own decisions. Rather than being given 
the “stick-of-candy” treatment, the student is impressed with the fact that there 
is smuch hard study ahead of anyone pursuing the scientific or the engineering 
programs. 


How is the JESSI session conducted? 

Housing.—Boys will be housed in Lincoln Hall; girls will be housed in Man- 
zanita Hall. Both are fire-proof buildings. 

Supervision.—Dr. William D. Carlson, Dean of Student Affairs, will direct and 
coordinate the JESSI session. Mature upper-class men and women will super- 
vise the students in the ratio of 1:25. In addition, the girls will be under con- 
stant supervision in Manzanita Hall by a House Mother. 

Medical Care.—Arrangements have been made with a local clinic to provide 
medical attention and care when needed. Parents will be billed directly by the 
clinic for services rendered. 

Meals.—Meals, planned and prepared by campus dieticians, will be served at 
the counter in the University dining hall. Arrangements will be made for stud- 
ents requiring special diets. 

Recreation.—Weather permitting, it is planned that all students will be out-of- 
doors following the afternoon scheduled sessions. There will be organized, inter- 
group sports, tours, etc. 

Religious Services.—On the interim Sunday, Catholic students, and students 
of other faiths, may attend early services, if held, in the church of their choice. 
The remaining students may attend a non-denominational service on the cam- 
pus. An off-campus outing to Lake Tahoe is planned for the day. 

Industrial Trip—One day will be devoted to visiting industrial operations 
within convenient bus-travelling distance of Reno. 

Ground Rules—Students are not permitted off-campus without a special 
permit from the director. Tobacco and alcoholic drinks are prohibited. All 
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ears brought to the campus will be impounded for the duration (don’t bring 
your car unless you have no other means of transportation). Lights out at 
10: 30. 

Instruction.—The JESSI faculty is comprised of members of the University 
of Nevada staff. Except for the 11:00 A. M. and 7:00 P. M. general sessions, 
the students attend classes in groups not exceeding 25 members. Each group 
will attend a two hour class in the morning and a two hour class in the after- 
noon. Students attend classes for 6 to 7 hours daily. On occasion, the girls 
will be assembled as a group for special sessions. 


How is the JESSI session financed? 


The total per capita cost of the two-week University of Nevada JESSI session 
is $116.00. This fee includes all on-campus expenses—board, lodging, filed 
trips, tuition, supplies—and costs incident to program activation. 

Recognizing that, broadly activated, JESSI will make a significant contribu- 
tion to the nation’s technical man-power pool, and recognizing the fact that 
there are many students of superior intelligence who come from families within 
the lower income brackets, Scientists of Tomorrow has made a major effort to 
secure financial assistance for JESSI applicants in need of help—in Nevada 
and in the 26 counties of Northern and Eastern California included in the Ne- 
vada session. 

It is the hope that industry’s nation-wide appeal for increased student interest 
in the technical areas of learning will be reflected in its support of JESSI. 
It is the hope that industry will recognize the service which JESSI ultimately 
renders its need for top flight man-power by being ready and willing to provide 
sufficient funds so that not only will every enrollee be helped and encouraged 
to the extent of the differential between the $75.00 enrollment fee and the $116.00 
per capita cost, but also so that every qualified applicant may be admitted, 
within enrollment capacity, regardless of how much he can pay toward his 
expenses. 

In the final amalysis, JESSI is rendering an educational service of incalcul- 
able value to each student participant at this critical period in his scholastic 
eareer. It therefore becomes the moral duty of each applicant and/or his 
parents to provide as much self-help as can be afforded. 

Furthermore, because there is insufficient money in the Student Assistance 
Fund to eliminate ability to pay as a factor of admission, a student in need 
of assistance should search for local sources of help, with the aid of his teacher, 
principal, superintendent, or counsellor. Perhaps your clergyman or the Sec- 
retary of the local Y. M. C. A. will assist. Major business and industry, par- 
ticularly the mining interests in Nevada and the timber interests of California, 
Chambers of Commerce, and the press within the areas of the Nevada JESSI 
have been alerted to the program and the need for student help. Perhaps local 
effort can capitalize on the work of Scientists of Tomorrow in the interests of 
local students who will be denied the benefits of the JESSI experience if financial 
aid is not provided. 

To avoid being accused of encouraging youth indolence, we highly recommend 
to the student the personally rewarding experience of finding ways and means 
of earning as much as possible toward expenses. We do not recommend that the 
student borrow from any source other than his dad. 

Presently, there are insufficient funds contributed to pay the above referred 
to differential of $41.00 for every enrollee. Applicants who can afford the total 
fee should plan to pay $116.00. Applicants who can afford to pay part of the 
total fee, and who are in a position to secure local assistance for the balance, 
should seek out potential beneficiaries. At this writing, applicants who cannot 
afford to pay anything, or very little, toward expenses have little chance of being 
admitted. By the date applications are due on the campus, the financial picture 
for aid to needy students may improve. We sincerely hope so. 


Financial sponsors (incomplete), 1957 Nevada, Junior Engineers’ and Scientists’ 
Summer Institute 


NEVADA 


Reno: Tahoe Timber Company of Nevada 


90699—57—_—-33 
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Please Post 


BRIGHAM YOUNG UNIVERSITY, PROVO, UTAH 
host to 


THE First ANNUAL JUNIOR ENGINEERS’ AND SCTIENTITS’ SUMMER INSTITUTE 
(JESSI), June 2-15, 1957 


for boys entering the 11th or the 12th grade in September, 1957, and who have 
successfully pursued at least three courses (by the end of the 10th grade) to 


four courses (by the end of the 11th grade) of high school mathematics and/or 
science, 


For particulars, see your mathematics teacher, or your science teacher, or your 
counsellor today! 


Sponsored by— 


Industries and related organizations of the States of Colarodo, Idaho, Wyoming, 
and Utah 


IDAHO 


Boise : The Mountain States Telephone and Telegraph Company 


MONTANA 
Billings: The Carter Oil Company 


UTAH 
Salt Lake City: 


Chicago Bridge and Iron Company 
The Mountain States Telephone and Telegraph Company 
Sperry Utah Engineering Laboratory 


Please Post 


MONTANA STATE COLLEGE, BOZEMAN, MONT. 
host to 


THE First ANNUAL JUNIOR ENGINERS’ AND SCIENTISTS’ SUMMER INSTITUTE 
(JESSI) June 2-15, 1957 


for boys and girls entering the 11th or the 12th grade in September 1957, and who 
have successfully pursued at least three courses (by the end of the 10th grade) to 
four courses (by the end of the 11th grade) of high school mathematics and/or 
science. 

For particulars, see your mathematics teacher, or your science teacher, or your 
counsellor today ! 

Sponsored by— 


Industries and related organizations of the States of Idaho, Montana, and 
Wyoming 


MINNESOTA 


Minneapolis: The McCabe Company, to aid applicants from Cut Bank, Glasgow, 
Glendive and/or Havre 
MONTANA 

Billings: 

The Carter Oil Company 

Shell Oil Company 
East Helena: American Smelting and Refining Company 
Helena: Mountain States Telephone and Telegraph Co. 
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Please Post 
OREGON STATE COLLEGE, CORVALLIS, OREG. 
host to 


THE SECOND ANNUAL JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE 
(JESSI), JuNE 9-22, 1957 


for boys and girls entering the 11th or the 12th grade in September 1957, and who 
have successfully pursued at least three courses (by the end of the 10th grade) to 
four courses (by the end of the 11th grade) of high school mathematics and/or 


science. 


For particulars, see your mathematics teacher, or your science teacher, or your 


counsellor today ! 
Sponsored by— 


Industries and related organizations of the States of Oregon and Washington 


CALIFORNIA 


San Francisco: The Crown Zellerbach 
Foundation 


OREGON 


Arlington: Arlington Chamber of Com- 
merce 

Coos Bay: Rotary Club of Coos Bay- 
North Bend 


Corvallis : 
Cornell, Howland, Hayes and 
Merryfield 


Rotary Club of Corvallis 
Culp Creek (Cottage Grove) : Bohemia 
Lumber Company 
Dallas : Gerlinger Carrier Company 
Medford: Rogue River Orchards Com- 
pany 
Milwaukie: P & C Hand Forged Tool 
Company 
Pendleton : Pendleton Woolen Mills 
Portland: 
Bingham Pump Company 
Cascade Plywood Company 
Electro-Measurements, Inc. 
First National Bank of Portland 


Georgia Pacific Corporation 
Hyster Company 
Iron Fireman Manufacturing Com- 
pany 
Oregon Saw Chain Corporation 
Owens-Illinois Glass Company 
Pacific Telephone and Telegraph 
Company 
Porltand General Electric Company 
The Sawyer Foundation 
Timber Structures, Inc. 
Valsetz Lumber Company 
Willamette Valley Lumber Com- 
pany 
Prineville: Pine Products Corporation 
Riddle: Hanna Coal and Ore Corpora- 
tion 
Springfield : Springfield Rotary Club 
Tillamook: Diamond Lumber Company 
Warrenton: E. H. Carruthers & Com- 
pany 
WASHINGTON 


Longview: Longview Fibre Company 
Vancouver: Aluminum Company of 
America 


Please Post 
UNIVERSITY OF NEVADA, RENO, NEV. 
host to 


THE First ANNUAL JUNIOR ENGINEERS’ AND SCIENTISTS’ SUMMER INSTITUTE 
(JESSI) JUNE 9-22, 1957 


for boys and girls entering the 11th or the 12th grade in September, 1957, 
and who have successfully pursued at least three courses (by the end of the 
10th grade) to four courses (by the end of the 11th grade) of high-school 
mathematics and/or science. 


For particulars, see your mathematics teacher, or your science teacher, or 
your counsellor today! 


Sponsored by— 


Ce iskienneale 


ees 
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Industries and related organizations of the States of California and Nevada 


NEVADA 
Reno : Tahoe Timber Company of Nevada 


Scientists of Tomorrow 


APPLICATION 
JUNIOR ENGINEERS' AND SCIENTISTS' SUMMER INSTITUTE 
(JESSTI) 
dune 2 - 15, 1957. 
BRIGHAM YOUNG UNIVERSITY 








Nene Age Telephone no. 
Address 

number street city sone county state 
High School Will enter grade 11 - 12? Tele. no, 
Address 

number stree city tone county state 
Father's name Occupation 





Place of Employment 





not fail t d we 10" t TA s Parents'. 
Payment by check or money order (not cash) must accompany this application. In the event this appli- 
cation is rejected for any reason - full enrollment, because of insufficient funds to grant requested 
financial assistance, etc. - your payment will be refunded. Make payable to Scientists of Tomorrow. 


Enclosed is a check - acne cuter for $ + Of this amount, $ were given 
by (name of organization, iness or industry) 


It is the erstanding that, in the event of withdrawal prior to the opening of the session, the 
student and/or his benefactor will be obligated for the total Ss capita cost less the cost tor board 
and lodging. If a vacancy, caused by a withdrawal, can be filled by another applicant, full restitu- 


tion of the payment will made. Upon notification, effort will be promptly made by the host campus 
to fill a vacancy. 








Address all correspondence to JESSI, % Dr. Lane A. Compton, Brigham Young University, Provo, Utah. 
In the event of a withdrawal during the session, a pro rata refund will be made on board and lodging. 





List all physical incapacities limiting recreational activities 


° ° ® ® necessitating special diet 
° e ° = requiring on-campus treatment 
Can you use a slide rule? « If you own one, bring it to JESSI, Bon't buy one. 


What is your vocational aspiration? (underscore your answer byice if you are positive, once if you 
are indecisive, and if you don't know, say so) 


ENGINEERING - aeronautical, chemical, civil, electrical, mechanical, (other) 





SCIENCE - astronomer, bacteriologist, botanist, chemist, geologist, mathematician, pharmacologist, 
physicist, zoologist, (other) 





MEDICAL PROFESSION - TEACHING (mathematics and/or science) - (other) 


I DON'T KNOW! 
Is there a school district science fair activated in your locale? + If yes, give the date the 
fair was first held, » and the years in which you exhibited In the fair 





Applications must be made out in duplicate, one white and one colored, and returned to your school. 


applicant's signature parent's signature 


has been unable to secure local financial assistance and is in need 


of available help from the JESSI student assistance fund. 


Applications are due on the host campus 
not later than April 30, 1957. high school principal 
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Scientists of Tomorrow 


APPLICATION 
JUNIOR ENGINEERS' AND SCIENTISTS' SUMMER INSTITUTE 
(9 ES Sf) 
June 2 - 15, 1957. 
MONTANA STATE COLLEGE 











Name Age _____ Telephone no. 
Address 

number str city sone county state 
High School 





Will enter grade 11 - 12? Tele. no, 
Address 


number stre city sone county state 
Father's name Occupation 
Place of Employment 











Payment by check or money order (not cash) must accompany this application. In the event this appli- 
cation is rejected for any reason - full enrollment, use of insufficient funds to grant requested 
financial assistance, etc. - your payment will be refunded. Make payable to Scientists of Tomorrow 


Enclosed is a check - money order for $ + Of this amount, $ were given 
by (name of organization, business or industry 








It is the erstanding that, in the event of withdrawal prior to the opening of the session, the 
student and/or his benefactor will be obligated for the total ~ capita cost less the cost tor board 
and lodging. If a vacancy, caused by a withdrawal, can be filled by another applicant, full restitu- 


tion of the payment will made. Upon notification, effort will be promptly made by the host campus 
to fill a vacancy. 


Address all correspondence to JESSI, % Dr. Adrien L. Hess, Montana State College, Bozeman, Montana. 


In the event of a withdrawal during the session, adjusted refund will be made on living costs. 


The fo 
cienti 








Owin ni orm on concernin D pp D Ee D © th ho OD nd 
ists of Tomorrow, it has no bearing on the acceptance or rejection of the applicant. 
List all physical incapacities limiting recreational activities 


e ® e e necessitating special diet 
e = ® * requiring on-campus treatment 
Can you use a slide rule? + If you own one, bring it to JESSI. Don't buy one. 


What is your vocational aspiration? (underscore your answer twice if you are positive, once if you 
are indecisive, and if you don't know, say so) —— 


ENGINEERING - aeronautical, chemical, civil, electrical, mechanical, (other) 





SCIENCE - astronomer, bacteriologist, botanist, chemist, geologist, mathematician, pharmacologist, 
physicist, zoologist, (other) 





MEDICAL PROFESSION - TEACHING (mathematics and/or science) - (other) 
I DON'T KNOW! 





Is there a school district science fair activated in your locale? - If yes, give the date the 
fair was first held, » and the years in which you exhibited In the fair 





Applications must be made out in duplicate, one white and one colored, and returned to your school. 


applicant's signature parent's signature 


has been unable to secure local financial assistance and is in need 


of available help from the JESSI student assistance fund, 


Applications are due on the host campus 
not later than April 30, 1957. high school principal 
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Scientists of Tomorrow 


APPLICATION 
JUNIOR ENGINEERS' AND SCIENTISTS' SUMMER INSTITUTE 
(J E$81) 
June 9 = 22, 1957. 
OREGON STATE COLLEGE 

















Name Age ____ ~ Telephone no. 
Address 

number stree city sone county state 
High School Will enter grade 11 - 12? Tele. no, 
Address 

num! stree city zone county state 

\ Father's name Occupation 
Place of Employment 
‘ail to tists T announc 'A Mess. arents'. 


Payment by check or money order (not cash) must accompany this application. In the event this appli- 
cation is rejected for any reason - full enrollment, because of insufficient funds to grant requested 
financial assistance, etc. - your payment will be refunded. Make able Scientists ° 
Enclosed is a check - money order for $ ° 
by (name of organization, business or industry) 


It is the erstanding that, in the event of withdrawal prior to the opening of the session, the 

student and/or his benefactor will be obligated for the total = capita cost less the cost tor board 

and lodging. Ifa eset caused by a withdrawal, can be filled by another applicant, full restitu- 
e 


tion of the payment will made. Upon notification, effort will be promptly made by the host campus 
to fill a vacancy. 


Of this amount, $ were given 





Address all correspondence to JESSI, % School of Science, Oregon State College, Corvallis, Oregon. 


In the event of a withdrawal during the session, a pro rata refund will be made on board and lodging. 
The following informatio oncernin h pp an mportan o the ho n on 
scientists of Tomorrow, it has no bearing on the acceptance or rejection of the applicant 
List all physical incapacities limiting recreational activities 
















necessitating special diet 





requiring on-campus treatment 





Can you use a slide rule? « If you own one, bring it to JESSI. Don't buy one. 


What is your vocational aspiration? (underscore your answer twice if you are positive, once if you 
are indecisive, and if you don't know, say so) Te 


ENGINEERING - aeronautical, chemical, civil, electrical, mechanical, (other) 





SCIENCE = astronomer, bacteriologist, botanist, chemist, geologist, mathematician, pharmacologist, 
physicist, zoologist, (other) 





MEDICAL PROFESSION - TEACHING (mathematics and/or science) - (other) 
I DON’T KNOW! 





Have you exhibited in the Northwest Science Exposition? + If yes, write the years 


Is there a school district science fair activated in your locale? + If yes, give the date the 
fair was first held, » and the years in which you exhibited In the fair 


Applications must be made out in duplicate, one white and one colored, and returned to your school. 


applicant's signature parent's signature 


has been unable to secure local financial assistance and is in need 


of available help from the JESS1 student assistance fund. 


Applications are due on the host campus 


not later than April 30, 1957. high school principal 
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Scientists of Tomorrow 


APPLICATION 
JUNIOR ENGINEERS' AND SCIENTISTS’ SUMMER INSTITUTE 
(J ES S$ I} 
June 9 = 22, 1957. 
UNIVERSITY OF NEVADA 











Name Age Telephone no. 
Address 
nun street eity sone county state 
High School Will enter grade 11 - 12? Tele. no, 
Address 
number stree city zone county state 
Father's name Occupation i 





Place of Employment 





a Tow 0" t A s h ‘. 
Payment by check or money order (not cash) must accompany this application. In the event this appli- 
cation is rejected for any reason - full enrollment, because of insufficient funds to grant requested 
financial assistance, etc. - your payment will be refunded. a t e 
Enclosed is a check - money order for $ + Of this amount, $ 
by (name of organization, business or industry) 


It is the understanding that, in the event of withdrawal prior to the opening of the session, the 

student and/or his benefactor will be obligated for the total is capita cost less the cost tor board | 

and lodging. Ifa aa te caused by a withdrawal, can be filled by another applicant, full restitu- f 
e 


tion of the payment will made. Upon notification, effort will be promptly made by the host campus i 
to fill a vacancy. ’ 


were given 








Address all correspondence to JESSI, % Dr. William D. Carlson, University of Nevada, Reno, Nevada. 


In the event of a withdrawal during the session, adjusted refund will be made on living costs. 
The foll 






LJ 





List all physical incapacities limiting recreational activities 


7 *. ° . 


necessitating special diet 
" - - ” requiring on-campus treatment 
Can you use a slide rule? « If you own one, bring it to JESSI. Don't buy one. 


What is your vocational aspiration? (underscore your answer twice if you are positive, once if you 
are indecisive, and if you don't know, say so) 7 


ENGINEERING - aeronautical, chemical, civil, electrical, mechanical, (other) 





SCIENCE - astronomer, bacteriologist, botanist, chemist, geologist, mathematician, pharmacologist, 
physicist, soologist, (other) " 








MEDICAL PROFESSION - TEACHING (mathematics and/or science) - (other) 4 
I DON'T KNOW! 


Is there a school district science fair activated in your locale? + If yes, give the date the 
fair was first held, » and the years in which you exhibited In the fair 





Applications must be made out in duplicate, one white and one colored, and returned to your school, 


applicant's signature parent's signature 
has been unable to secure local financial assistance and is in need 
of available help trom the JESSI student assistance fund. 


Applications are due on the host campus 
not later than May 10, 1957. high school principal 





518 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


Scientists of TOMOFFOW —« vrricar reo wesx seuss (125 crvtent caren = 


JUNIOR ENGINEERS' AND SCIENTISTS' SUMMER INSTITUTE 


A-Chemistry . 
B-Mathematic: 
C-Physics 
D-Metall 


A-Civil Engr.) A-Elect. Engr. 


B-Elect. Engr] B-Kech, Engr. Te 


A-Min: 

ing B-Civil Engr. 
C-Civil Engr. |C-Elect. Engr. 
D-Elect. Engr|D-Mech. Engr. 
E-Mech. Engr. 


INDUSTRIAL FIELD TRIP 


Recreation 
and/or 
fils 


DiNWER 


Petroleum Industrial 
ORIENTATION com Industry Chemistry 
WEEK 


REGISTRATION 
3:00-5:00 P.M. 


A-Civil Engr. 
B-Elect. Engr = 
C-Mech. Engr. 

D-Geo logy 

E-Mining Eng) 


E-Physics 


Recreation Recreation Relax and 
or fils and/ and/or fila pretty up 
tour for 


trip for general relaxation ~ hiking, 


3 
a 
z 
« 
; 
& 
é 
Z 
§ 
dl 
§ 
# 
3 
2 


A,B,C,D, and EB represent cless groups of not more then 25 students each, A student 
is assigned to ea perticuler group, and he remains with thet group throughout the 
session. 


The 11:00 A.M. period is # genere)l session for all students, 


Schedule content varies from one campus to another depending upon the course offer- 
ings of the host institution and the major industries of the locele. 


(The following letters were later received :) 


HOUSING AND HOME FINANCE AGENCY 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, CLARENCE R. MILES, MANAGER, 
Washington, D. C., April 15, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent O fiices Subcommittee, 
Senate Appropriations Committee, Washington, D.C. 


Dear SENATOR MaGnuson: The Chamber of Commerce of the United States 
is deeply concerned about the effects of mounting Government expenditures, and 
recommends termination of these programs of the Housing and Home Finance 
Agency: (1) College housing loans, (2) public facility loans, and (3) public 
works planning advances. 
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With termination of these programs, salaries and expenses of the Office 
of the Administrator, HHFA, would be reduced by $2,232,000 from the $6,930,000 
provided in H. R. 6070, the Independent Offices Appropriation bill, to $4,698,000. 
This reduction, involving administrative expenses of the programs, includes 
$1,327,000 (a reduction of $373,000 in the.budget estimate) for college housing 
loans ; $400,000 (a reduction of $90,000 in the budget estimate) for public facility 
loans, and also the budget estimate of $505,000 for public works planning 
advances. 

The payment of $5,000,000 (a reduction of $1,000,000 in the budget estimate) 
to the revolving fund for public works planning advances would be eliminated. 

These savings total $7,232,000. 

The effects of termination of the programs are much greater than this. There 
are before Congress bills which would provide for additional authorization to 
borrow from the Treasury an amount of $150 million for college housing loans. 
There are those who would say, of course, that these loans are investments and 
not expenses. Actually, this loan program will always represent a net outgo 
from the Treasury and will have to be funded, through taxes or borrowings, like 
any other Federal expenditure, so long as it costs the Treasury more to borrow 
funds than it receives in return interest and administrative costs are not borne 
by receipts of the fund. 

The public facility loans program under an existing authorization will require 
an estimated borrowing of $15 million from the Treasury in the 1958 fiscal year. 
Administrative expenses are borne by the revolving fund which, at present 
interest rates charged, is intended to be self-supporting. However, not enough 
loans have yet been made to make the fund self-supporting. 

These program terminations, therefore, would lighten the Treasury’s burdens 
by $172,232,000. 

COLLEGE HOUSING LOANS 


The projected demands of colleges and universities for dormitories are sub- 
stantial. In his budget message for 1957, the President estimates the demands 
for dormitories over the next decade at $2 to $4 billion. 

These future demands should properly be met by private sources, including 
private lenders, and also tax sources in the case of public institutions. There 
should be early withdrawal of Government competition with private sources in 
the lending field and reduction in the scope and power of Government lending 
agencies. 

The Housing Amendments of 1955 broadened the college housing loan program 
to permit loans not only for housing but for dining facilities, student unions, in- 
firmaries, and other service buildings. Such loans can be made for periods up 
to 50 years and bear an interest rate of 2% percent. This clearly is a subsidized 
rate since the Treasury itself has to pay in excess of 3 percent when it borrows 
long-term funds. 

The effect of this federally subsidized arrangement is that private lenders 
have virtually lost interest in such loans. 

Public and private colleges and universities are not without resources. 

Total voluntary private contributions to higher education from all sources last 
year exceeded $500 million. According to Dr. Wilson Compton, president of the 
council for financial aid to education, the Nation’s colleges and universities will 
need an average of more than $500 million additional each year for the next 10 
years “if they are to meet rock-bottom requirements of maintenance and 
growth.” Two-thirds of the funds will be needed for plant improvement and 
expansion and one-third for operating expenses. 

“Some of this support,” Dr. Compton said, speaking of overall requirements. 
“may come from increased tuition—in private and tax-supported institutions 
alike—aided by student loans and scholarship funds. But much of it will have 
to come from alumni, business concerns, the professions, foundations, related 
church bodies, labor nnions—the general public.” 


PUBLIC FACILITY LOANS 


The Housing Amendments of 1955 authorized the Housing and Home Finance 
Administrator to make loans to States and municipalities of under 10,000 popu- 
lation, limited to applicants unable to obtain funds from other sources at “reas- 
onable rates.” The program is financed by a Treasury-borrowing authorization 
of $100 million. 

Interest rates to borrowers are required to be reasonable, but at the same time 
eventually cover interest paid to the Treasury, administrative costs, and an ade- 
quate reserve for losses. 
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Loans under this program are expected to gu to smaller communities in States 
remote from the principal money markets. 

This program is another instance of Government competition with private 
sources in the lending field. There is no compelling reason why private lending 
institutions cannot and will not develop voluntary arrangements to bring together 
eligible borrowers and willing lenders. 


PUBLIC WORKS PLANNING ADVANCES 


The Housing Act of 1954 and the Housing Amendments of 1955 authorized the 
Housing and Home Finance Administrator to make advances to municipalities 
and other public agencies for the planning of non-Federal public works to be 
constructed without Federal assistance. These advances are repayable, without 
interest, if and when the construction of the public works contemplated by the 
advance is undertaken. 

We are in accord with the Hoover Commission recommendation that this pro- 
gram be terminated. We believe that State and local governments should them- 
selves make provision for such programing or budgeting of non-Federal public 
works. 

I would appreciate it if you would make this letter a part of the record of your 
hearings. 

Cordially yours, 
: CLARENCE R, MILES. 


STATE oF NEW JERSEY, 
OFFICE OF THE GOVERNOR, 
Trenton, April 15, 1957. 
Hon. Cart HAYDEN, 
Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D. C. 


Dear SENATOR HAaypbEN: In view of possible budget cutbacks in the local 
planning assistance program, section 701, of the Housing Act of 1954 (so-called 
title VIL), I would like to request that serious consideration be given to adequate 
appropriations for the local planning assistance program in order that sufficient 
financial help can be continued to communities facing growth problems and in 
need of aid for their planning efforts. 

New Jersey communities have taken large and important strides in planning 
for the sound and economic development of local municipalities, largely through 
the matching grant provisions in section 701 of the Housing Act of 1954. This 
program is presently giving financial assistance to 60 New Jersey municipalities 
in their planning efforts, and it is estimated that over $650,000 will be expended 
for this planning by Federal, State and local contributions. Planning assistance 
to our communities is vital to the orderly development of a State such as New 
Jersey, which is now the most urbanized State in the Union and is growing at an 
unprecedented rate. Local communities must be prepared for orderly growth 
with systematic planning to assure its proper guidance. Unfortunately, small 
municipalities do not have funds sufficient to undertake complete planning pro- 
grams which will help insure sound and economic development. It is therefore 
imperative that financial assistance be provided by the State and Federal Gov- 
ernments in order that the State’s overall development will be properly guided 
from its smallest political subdivision to the State itself. 

I would appreciate anything you can do to assist in this matter. 

Sincerely yours, 
Rosert B. MeyNer, Governor. 


FEDERAL TRADE COMMISSION 
CHAMBER OF COMMERCE OF THE UNITED STATES, 


LEGISLATIVE DEPARTMENT, 
Washington, D. C., April 16, 1957. 


Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriations Subcommittee, 
United States Senate, Washington, D.C. 
DearR SENATOR MaGNuson: The Chamber of Commerce of the United States 
believes that the proposed 1958 budget should be reduced by about $5 billion in 
the interest of maintaining a sound economy and preventing inflation. 
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As one step towards this goal, we recommend that you Independent Offices 
Appropriations Subcommittee reduce the appropriation for the Federal Trade 
Commission. 

H. R. 6070, as passed by the House, carries an appropriation of $5,950,000 for 
the FTC. This is an increase of $400,000 over 1957 and a decrease of $300,000 in 
fiscal 1958 budget estimate. The increase provides $325,000 for payment to 
the Civil Service Commission for retirement benefits for Federal Trade Com- 
mission civil service employees. The remaining $75,000 increase is to be devoted 
entirely to antimonopoly work. 

The House denied the request for $100,000 to expand the quarterly summary 
of financial reports to include wholesale trade, retail trade, and mining corpora- 
tions. The national chamber commends the denial of funds for this purpose. 

The chamber does not feel, however, that there should be any increase in the 
appropriation for antimonopoly work; in fact, the appropriation should be re- 
duced. 

Our recommendation for the 1958 budget for the FTC is $4,877,764. This 
represents a reduction of $1,372,236 in the appropriation requested for an anti- 
monopoly activities—a reduction to the fiscal 1956 level. This would still allow 
for an increase over the total 1956 budget sufficient to provide $325,000 for pay- 
ment for retirement benefits for Federal Trade Commission civil service em- 
ployees. 

The chamber appreciates the intent of our basic antitrust laws and recognizes 
the importance of their enforcement. A competitive economy is basic to our 
political and social freedom and a primary feature of private enterprise. But 
antitrust laws should never be used as instrumentalities for extending forms 
of government control of business, or for the harassment of American industry. 

The antimonopoly activities of the FTC are expanding far beyond what is 
desirable or necessary under present conditions. In a 2-year period, the budget 
of the FTC for antimonopoly activities has shown a substantial increase. In 
fact, of the total budget increase of the FTC between 1956 and 1958, 80.6 percent 
was for antimonopoly activities. 

Obligations of the Antitrust Division of the Justice Department are estimated 
at $3,785,000 for fiscal 1958. This, combined with the antimonopoly budget of 
the FTC for 1958, means that there would be $7,225,750 available for antitrust 
and antimonopoly activities in fiscal 1958. 

The justification for the present enlarged antimonopoly budget of the FTC 
is based on the increase in the number of mergers occurring in recent years. 
The assumption is that, because the number of mergers is increasing, the statutes 
are inadequate or enforcement has lagged and needs stepping up. This is an 
erroneous conclusion and insufficient evidence to justify an increase in the anti- 
merger work of the FTC. 

Mergers are a common form of growth and it is normal to expect merger 
activity to speed up during periods of economic expansion such as the American 
economy is now experiencing. There is little evidence to indicate that there is 
any great upsurge in the number of illegal mergers or that there has been any 
great increase in the merger workload of the FTC necessitating such a large 
increase in the budget of the FTC. Between 1950 and 1956, the Antitrust Divi- 
sion of the Department of Justice filed 11 antimerger suits, and the FTC filed 
16 antimerger complaints. 

The size of congressional appropriations can limit or expand the scope of 
operations of the FTC. Therefore, such appropriations should be made with 
a view to giving proper weight to the realities of the business world and the 
extent to which anticompetitive conditions are present in the economy and need 
to be dealt with by the FTC. An appropriation that is too large can be as 
detrimental as one which is too small. First, it would not be in line with a 
policy for economy and efficiency in government. Second, it could encourage 
the FTC to expand its investigative and enforcement activities out of all propor- 
tion to actual needs and to the results achieved. 

I would appreciate it if you would make this letter a part of the record of 
your hearings. 

Cordially yours, 


CLARENCE R. MIes. 
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FEDERAL POWERK COMMISSION 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 


Washington, D. C., April 10, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Independent O fices Subcommittee, 
Senate Committee on Appropriations, Washington, D. C. 


Deak SENATOR Macnuson: The Chamber of Commerce of the United States 
believes that the proposed 1958 budget should and can be reduced so as to 
produce a sound economy and prevent inflationary trends. 

We therefore strongly urge that your Independent Offices Subcommittee con- 
cur in the action of the House in reducing the budget estimate for the Federal 
Power Commission from $5,900,000 to $5,530,000. This latter amount. would 
allow an increase of $305,000 over the 1957 appropriation to provide for re- 
tirement costs. I am sure you realize that appropriations for the Commission 
over an 8-year period from 1949 to 1956 averaged less than $4,500,000. 

The increase in appropriations for the last 2 fiscal years was largely to pro- 
vide for extra work on natural-gas cases resulting from the Supreme Court 
decision in the Phillips Petroleum case. There appears to be no great increase 
in workloads during the coming year and therefore little justification for addi- 
tional appropriations. 

I would appreciate it if you would make this letter a part of the record of 
your hearings. 

Cordially yours, 


CLARENCE R. MILES, Manager. 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
LEGISLATIVE DEPARTMENT, 
Washington, D. C., April 25, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices and General Government Matters Sub- 
committee, Senate Appropriations Committee, United States Capitol, 
Washington, D. C. 


Dear SENATOR Magnuson: The Chamber of Commerce of the United States 
supports the action of the House, as reflected in H. R. 6070, proposing total 
appropriations of $39,300,000—a reduction of $90,700,000—in the budget esti- 
mate of $130 million requested for the Federal Civil Defense Administration 
for fiscal 1958. 

In addition, the National Chamber recommends that the budget request for 
an additional $50 million for civil-defense assistance to States be rejected and 
that no funds for this program be appropriated. 

In a statement to the House Appropriations Subcommittee on Independent 
Offices, we questioned appropriations of large sums for civil defense until 
Congress has made a thorough reexamination of the effectiveness and adequacy 
of current civil-defense programs. Based on the information available to us 
at that time, we recommended a cut of $39,740,000 in the budget estimate of 
$130 million for civil defense. 

After carefully reviewing the civil-defense program hearings before the 
House subcommittee and the statement therein by Civil Defense Administration 
officials, the National Chamber wholeheartedly concurs in the House action of 
appropriating $39,300,000 for civil defense. We hope that the Senate will ap- 
prove this action. 

The national chamber supports a realistic and effective civil-defense program 
as part of our national security. However, we are firmly convinced that the 
expenditure of nearly $300 million during the past few years for civil defense 
has not fulfilled these objectives. 

The causes for this condition could well be traced to difficulties in sound 
planning because of changes in technological warfare, problems in administra- 
tion because of diffusion of responsibility, public apathy, or unrealistic plan- 
ning. In any event, the national chamber believes that until such time as a 
sound civil-defense program is worked out, it would be a waste of taxpayers’ 
money to continue to spend large sums for that purpose. 
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Some of the reasons for our position are as follows: 
1. It has. become apparent that many changes in technological warfare have 
outmoded the basis on which many of the. eivil-defense programs have 


2. A review of the testimony fails to disclose adequate and effective plan- 
ning, as well as policy direction, in the administration of civil defense. 

8. There has been no effective solution to the problem that civil defense is 
a joint responsibility of National, State, and local governments, and, yet, coop- 
eration among these various governments does not exist to any degree that 
would make the program effective. 

4. While the effectiveness of civil-defense programs is largely dependent upon 
the supporting roles provided by State and local governments, these roles have 
not been defined; nor has any practical basis been agreed upon for the sharing 
of expenses. 

5. There continues to be a diffusion of organizational responsibility among 
various Government departments and agencies without clear lines of authority 
directing their activities and coordinating their efforts. 

Therefore, the national chamber recommends that your subcommittee con- 
cur in the action taken by the House of Representatives, as reflected in H. R- 
6070, proposing appropriations of $39,300,000 for fiscal 1958—a reduction of 
$90,700,000—for the Federal Civil Defense Ad-ninistration for fiscal 1958. Fur- 
ther, we recommend that the expected request for an additional $50 million 
for civil-defense assistance to States, scheduled for later submission by the 
Administration, be rejected and no funds appropriated for this activity. 

I would appreciate it if you would make this letter a part of the record of 
your hearings. 

Cordially yours, 


CLARENCE R. Mires, Manager. 


INTERSTATE COMMERCE COMMISSION 
MIDDLEBURG, VA., April 11, 1957. 
RESPECTFULLY SUBMITTED BY ERNIE ADAMSON 


I am an attorney and have practiced before the Interstate Commerce Com- 
mission for many years. I desire to call the attention of the committee to the 
following points: 

1. The status of contract carriers has always been a problem. Under the 
decisions of the Federal Trade Commission and the courts, distribution of com- 
modities in trade should be upon a fair base price and moved at the rates of 
common carriers. I suggest that when a contract carrier files exact rates with 
the ICC and the Commission approves them that the law be amended to per- 
mit the use of such contract carrier rates in computing the measure of delivered 
fair prices. 

2. I suggest that all moneys appropriated be restricted in their use to pro- 
tection of the public interest from the payment of unjust, unreasonable, or 
otherwise unlawful rates and charges and that no action by the Commission 
may be based upon general statements which result in general increases to the 
public or favor one type of carrier over another. 

3. I suggest that the Secretary of the Commission be restored to his old 
position of administrative responsibility. His salary should be the same as a 
Commissioner. 

4. In any case when the hearing examiner assigned thereto is challenged, the 
Commission should be required to submit the names of three other examiners 
to the parties for the purpose of reassigning the case. If no agreement is 
reached with the parties, then the choice shall be by lot. 
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NATIONAL SCIENCE FOUNDATION 


UniTep States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 18, 1957. 
Hon WARREN G. MAGNUSON, 
Chairman, Independent Offices Appropriations Subcommittee, 
United States Senate, Washington, D.C. 


Deak SENATOR MAGNUSON: I am respectfully submitting the enclosed letter 
from Dr. John F. Gummere of the William Penn Charter School, Philadelphia, 
Pa., for consideration by your subcommittee. I hope that you will be able to 
include it in the record of hearings on appropriations for the National Science 
Foundation. 

With best wishes, I am, 

Sincerely, 
Dick Neuberger 
RicHArRD L. NEUBERGER, 
United States Senator. 


THE WILLIAM PENN CHARTER SCHOOL, 
Philadelphia, Pa., April 9, 1957. 
Hon. RicHarp L. NEUBERGER, 
United States Senate, Washington 25, D.C. 


DeaR Mr. NEUBERGER: I am informed that a request for a grant has been 
submitted to support the activation of nationwide sessions under the direction 
of “Scientists of Tomorrow” to promote educational activities in the fields of 
science. This, I believe, has been submitted to the Committee on Independent 
Offices and General Government Matters appropriations bill, 1958 (H. R. 6070). 

It would seem to me that in view of the great importance of training scientists 
and giving younger people an opportunity for proper appreciation of the oppor- 
tunities in the field, this kind of project ought to receive vigorous assistance. I 
hope you will support it. 

Sincerely yours, 
JOHN F. GuMMERE, Headmaster. 


CIVIL SERVICE COMMISSION 


UNITED STATES SENATE, 
Washington, D. C., April 22, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Independent Offices Subcommittee, 
Senate Appropriations Committee, Washington 25, D.C. 


Dear Mr. CHAIRMAN: During the House debate on H. R. 6070, the inde- 
pendent offices appropriations bill which is now pending before your subcom- 
mittee, the standard exemption from the provisions of the Federal “conflict of 
interests” statutes granted to members of the International Organizations Em- 
ployees Loyalty Board was deleted. 

As you know, exemption from the “conflict of interests” laws has become a 
matter of routine in legislation affecting the employment of part-time experts. 
Members of the International Organizations Employees Loyalty Board serve, of 
course, on a part-time basis. It seems clear that without such an exemption the 
executive branch would have difficulty in obtaining qualified personnel to serve 
on the Board. 

The Board performs a necessary service in screening United States citizens 
for employment by international organizations. I, therefore, request that the 
proviso exempting the part-time members of the Board from the “conflict of 
interests” statutes be restored. 

The proviso in question reads as follows: 

“Provided further, That nothing in sections 281 or 283 of title 18, United 
States Code, or in section 190 of the Revised Statutes (5 U. 8S. C. 99) shall be 
deemed to apply to any person because of appointment for part-time or inter- 
mittent service as a member of the International Organizations Employees Loy- 
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alty Board in the Civil Service Commission as established by Executive Order 
10422, dated January 9, 1953, as amended. 
Sincerely, 
CLIFFORD P. Cass, 
United States Senator. 





NATIONAL ARCHIVES AND RECORDS SERVICE 


UNITED STATES SENATE, 


Washington, D. C., April 26, 1957. 
SENATE APPROPRIATIONS COMMITTEE, 


United States Senate, Washington, D.C. 
(Attention: Subcommitee on Independent Offices Bill (H. R. 6070).) 
Letter from Mrs. Walter Prescott Webb, 602 West Ninth Street, Austin, Tex., 
urging appropriation for microfilming of Confederate records in the National 
Archives. Please give consideration when this item is reached for action. 
Sincerely, 
ARTHUR C. PERRY, 
Administrative Assistant to Lyndon B. Johnson, 
United States Senator. 


AuvstTIN, Tex., April 22, 1957. 

DEAR SENATOR JOHNSON: I am enclosing a copy of the letter sent to Senator 
Byrd concerning an appropriation for microfilming Confederate records in the 
National Archives. 

Perhaps you recall that I suggested microfilming the records when I wrote 
you on March 13, 1955, after hearing on Drew Pearson’s broadcast that old 
records, those of the American Revolutionary period, were to be destroyed be- 
cause of the need for space. We are all glad that none of our records will be 
destroyed, but we are anxious that the Confederate records be microfilmed and 
made available to the public. 

I know you will do whatever you can for this, but I thought I would let you 
know just what Albert Sidney Johnston Chapter, No. 105, United Daughters of 
the Confederacy, has done. 

Thanking you for your continued cooperation and help, I am, 

Sincerely, 


MILDRED WEBB. 
Austin, Tex., April 22, 1957. 
Hon. Harry F. Byrp, 
Chairman, Senate Finance Committee, Washington, D. C. 

Dear SENATOR Byrp: The United Daughters of the Confederacy is very anx- 
ious that the Confederate records in the National Archives be made available 
to the several States, as well as that the originals be carefully and permanently 
preserved by the United States; and we feel sure that you, a Virginian, share 
this desire. 

We are delighted that an item in the independent offices appropriations bill for 
1958, H. R. 6070, sponsored by Senator John Stennis, of Mississippi, now pend- 
ing before your committee, provides for funds for microfilming these valuable 
records, which will expedite efforts to obtain copies. 

Albert Sidney Johnston Chapter, No. 105, United Daughters of the Confeder- 
acy, request and urge that you approve this item, and that this appropriation 
be speeded through Congress. 

Thanking you in advance for your consideration and cooperation, we remain, 

Respectfully yours, 
JANE OLIPHANT WEBB 
Mrs. Walter Prescott Webb, 
Recording Secretary. 


RECESS 


Senator Macnuson. The committee will stand in recess, subject to 
the call of the chairman. 

(Whereupon, at 4:10 p. m., Friday, April 12, 1957, the subcommittee 
recessed, subject to the call of the chairman.) 
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THURSDAY, MAY 16, 1957 


Untrep Srares Senate, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee proceeded from executive to open session at 11:30 
a. m., pursuant to adjournment, in room G—16 of the Capitol, Hon. 
Warren G. Magnuson, chairman of the subcommittee, presiding. 
Present: Senators Magnuson and Dirksen. 


GENERAL SERVICES ADMINISTRATION 


STATEMENTS OF FRANKLIN G. FLOETE, ADMINISTRATOR OF GEN- 
ERAL SERVICES ADMINISTRATION; EDWARD K. MILIS, JR., 
DEPUTY ADMINISTRATOR, GENERAL SERVICES ADMINISTRA- 
TION; MAX MEDLEY, COMPTROLLER; F. MORAN McCONTHE, COM- 
MISSIONER OF THE PUBLIC BUILDINGS SERVICE; AND ROBERT 
H. BAHMER, DEPUTY ARCHIVIST OF THE UNITED STATES 


MICROFILMING INDEX TO CONFEDERATE SERVICE RECORDS 


Senator Magnuson. I have here a letter from Senator Stennis. 
Mr. Floete. Senator Stennis has discussed this with me personally, 
and the letter is very short, so I will read it: 


Substantive authority for the microfilming of records in custody of the Na- 
tional Archives is vested in the Administrator of General Services (44 U. S. C. 
397 (c)). 

As a matter of administration policy, microfilming is limited to original his- 
torical records which are in such an advanced state of deterioration that the 
passage of a few months’ time could render them illegible and hence lost for 
historical purposes. 

The problem with Confederate service records is different. Membership in 
such organizations as the United Daughters of the Confederacy depends upon 
the genealogical information contained in these invaluable original records, 
since no copies have been made. Access to the historical information contained 
therein necessitates handling of the original records. This handling, by persons 
who have a legitimate interest in the information contained therein, is hastening 
the deterioration of these records. This could be, for the major part, avoided 
if a microfilm copy of these records were available. 

Dr. Grover, the Archivist, testified that under the present administrative 
policy of General Services Administration, it would be many years before these 
records would be duplicated. His estimate of cost is $200,000. Some 23 millien 
documents are involved. The microfilm program, proceeding at a normal rate, 
would take about 3 years’ time. This would indicate an appropriation of 
approximately $65,000 per year until the work is completed. 

If money were made available specifically for this purpose, the organic law 
cited above would permit the work to be undertaken. 

The above relates to the individual service records as well as the index, the 
Consolidated Index of the States. 
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This Consolidated Index of the States could be microfilmed in less than 1 year 
at a cost estimated by Dr. Grover to be $8,500. Interested patriotic groups 
could pay for the nominal cost involved in copying desired parts (or all) of 
the microfilmed index. According to the UDC, the information contained 
in the index is sufficient to establish service in the forces of the Confederate 
States for membership application purposes. For this reason, the index con- 
stitutes a severable unit of work which would have major value to the patriotic 
organization, would cost very little in comparison with the entire microfilming 
program and would, as far as it goes, reduce the wear and tear on the original 
material. 

For your convenience, there is attached a suggested committee amendment 
to H. R. 6070, which I believe would be sufficient. 

The suggested committee amendment to H. R. 6070 is as follows: In H. R. 
6070, under the heading “General Services Administration,’ on page 11, delete 
lines numbered 20 through 24 and in lieu thereof insert the following: 

Operating expenses, National Archives and Records Service: For necessary 
expenses in connection with Federal records management and related activities 
as provided by law, and including microfilming that part of Confederate service 
records, known as the Consolidated Index of the States; and not to exceed 
$44,750 for expenses of travel ; $7,263,000. 


Mr. Floete, is anybody here from the Archives? 


FUNDS NEEDED FOR PROJECT 


Mr. Fuorere. Yes, Dr. Bahmer is here from the National Archives 
and Records Service. 

Senator Dirxsen. This relates to the recent battle of Gettysburg, 
as you know. 

Senator Macnuson. Maybe this should be executive session so we 
will not be fighting the battle all over again. Doctor, what do you 
know of this program ? 

Dr. Baumer. We are sympathetic, of course, to the proposal to 
duplicate any of our records. 

As Dr. Grover pointed out and stated during the hearings before 
this committee last month, in terms of priority of all of our records 
we would not get around to duplicating these Confederate records or 
the indexes thereto for a very considerable number of years, so we feel 
if the project is deemed desirable, certainly we would want to have 
the money added to our budget. 


FUNDS ADEQUATE TO START PROJECT 


Senator Macnuson. If we gave you the $8,500, could you start a 
project ? 

Dr. Baumer. Yes, we could do the index. 

Senator Macnuson. The indexing, that is what I was talking 
about. 

Dr. Baumer. We could duplicate the indexes to the actual compiled 
service records. 

Senator Maenuson. That would be all of the service, would it not? 

Dr. Baumrr. Yes, it would. 

Senator Maenuson. The southern Senators are quite anxious to 
have this because they say they get constant queries in from the organ- 
izations, and I guess the Confederate soldiers’ records were quite 
loosely put together, were they not? They came from all over. 

Dr. Banner. At the time of the Civil War there was no uniform 
individual service record such as we are familiar with today. 
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The man’s record was scattered throughout the rolls, and health 
returns, and soon. Back in the 1890’s, the War Department compiled 
those records on a series of slips and card forms; and when we speak 
of duplicating the service record now, we are actually talking about 
duplicating that card that was compiled from the originals. 

Senator Magnuson. But if you made this index, that would be one 
step that when they came to look for the index, they would find it 
there. 

Dr. Baumer. They would know whether there was a record of this 
particular man. The index is already made. It is just a matter of 
microfilming. 

Senator Magnuson. What I wanted to find out is, We would not 


be giving them something if we added $8,500 that we could do for 
less ? 


Dr. Baumer. No, sir. 
Senator Magnuson. Thank you, Dr. Bahmer. 


NATIONAL Granace Burtpine on LAFAYETTE SQUARE 


STATEMENTS OF HERSCHEL NEWSOM, MASTER OF THE NATIONAL 
GRANGE, WASHINGTON, D. C.; AND JOSEPH 0. PARKER, LEGISLA- 
TIVE COUNSEL, THE NATIONAL GRANGE 


PROPOSED AMENDMENT 


Mr. Newsom, you come forward here. You know Mr. Floete of 
the General Services Administration, do you not? 

Mr. Newsom. I have not had the pleasure previously, Mr. Chairman. 

How do you do, Mr. Floete. 

Mr. Friorrr. How do you do, Mr. Newsom. 

Senator Magnuson. All of you who know about this Grange Build- 
ing matter come on up here and discuss it with us. 

Just to make this brief, Mr. Newsom discussed this matter with me 
yesterday, and they have proposed an amendment to the independent 
offices appropriation bill as follows: On page 15, line 20, insert a 
comma in lieu of the period and add the following: 


or for preparation of drawings and specifications, acquisition of sites, design, 
planning, construction, or in any other manner for or in connection with pro- 


= 


posed Federal office building No. 7 on square 167 in the District of Columbia 
(project No. 3-DC—05, GSA prospectus submitted July 13, 1956). 


That involves the Grange home, does it not? 

Mr. Newsom. Yes. 

Senator Magnuson. Tell the committee, Mr. Floete, just how you 
feel and how long you think it should be before this amendment 
should be put in. 

Mr. Newsom. Frankly, Mr. Chairman and Mr. Floete, I think I 
would like to ask Joe Parker to come up here. 

Senator Magnuson. Come on up, Mr. Parker. 

Mr. Newsom. But I having to rely on recollection here. 


Senator Magnuson. Let’s get everybody up here and see what 
we can do. 
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Mr. Newsom. It is our contention, Mr. Chairman, that on at least 
two occasions a direct authorization for acquiring the National Grange 
property has been denied by the Congress, and by the Public Works 
Committee, the last time being in 1950, I believe, Mr. MeConihe, when 
that particular area was excluded in the action taken in 1950 by the 
Public Works Committees and by the Congress in action on the 
committee report. 

As far as the authorization that is carried under the lease-purchase 
program, I understand full well the situation in which we find our- 
selves in this particular circumstance, resulting from the first con- 
demnation proceedings and subsequently the declaration of taking filed 
in January, the latter being on January 25 of this year. 


QUESTION OF PUBLIC PURPOSE OF FEDERAL OFFICE BUILDING NO. 7 


The reason for our request to you and your committee, Mr. 
Chairman, is that we believe we should be afforded adequate time 
to determine what the real intent of the Public Works Committees and 
the Congress is with respect to that particular property. 

In talking with Mr. McConihe recently there is grave question, I 
think, as to the ultimate use to which this property might be put. We 
have no intention of interfering in this matter with public purpose at 
all, but we would like to see the public purpose to be served by the 
destruction of Grange property through a little more definitely de- 
signed project than we think has thus far been defined for its use. 

It is with that purpose in mind, sir, that we seek this particular 
provision here in connection with this appropriation to the effect that 
none of this $20 million—presumably about a million of it—would be 
required for making plans for this Federal Office Building No. 7, which 
involves the Grange property. 

I would like to see a provision that none of this appropriation be 
used for making that plan on the theory that a year from now we 
will all be in better shape to accurately appraise the real public pur- 
pose that might thus be served. 

Senator Magnuson. What do you have to say about that? 


PROPERTIES IN SQUARE 167 


Mr. McContne. Mr. Chairman, the Government actually owns title 
to the property at the present time. The property facing on Lafay- 
ette Square on Jackson Place is to be used for the erection of a Gov- 
ernment office building. 

The Government owns all of the property on 17th Street, which is 
immediately adjacent to and in the rear of this property, and has 
owned it for some time. 

Senator Dmxsen. That is the old Court of Claims property ? 

Mr. McContne. Yes: that is included and also, of course, all the 
property on Pennsylvania Avenue. 

Senator Magnuson. There is a parking lot behind it on 17th, as I 
recall, isn’t there ? 

Mr. McContne. Yes; and it has long been the feeling that the Gov- 
ernment should own the property on both sides facing Lafayette 
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Square. The Government owns the property on the east side. We 
took not only the Grange property but also that of the Brookings 
Institution and that of the Union Building Corp., which is the realty 
corporation of the United Automobile Workers, and all the smaller 
private properties in that square. 

Senator Magnuson. Isn’t the Decatur House there, too? 

Mr. McContnz. The Decatur House is there too; yes, sir. The 
Decatur House is entitled to the National Trust. 

Mr. Newsom. Mr. Chairman and Senator Dirksen, the Decatur 
House property actually forms on L and our small, rectangular prop- 
erty, 50 by 70 feet, lies within the L. 

In other words, we are south of Decatur House proper, and we are 
east of the old stables of the old Decatur House, which now house 
the Naval Museum. 


Senator Dirksen. Would you take any part of the Decatur House? 
Mr. McContue. No, sir. 


Senator Dirxsen. If you took the L, or if you took the Grange, you 
would still have that L-shaped property there on the corner. 


TENTATIVE AGREEMENT 


Mr. McConine. We have a tentative agreement with the National 
Trust for an exchange of property to straighten out that line and to 
impart a little siding for the Decatur House, as you will see in this 
study of the proposed solution. 

(The document referred to follows :) 


CONSTRUCTION PROGRAM, FEDERAL BUILDINGS, WASHINGTON, D. C., AND VICINITY, 
1956-66 


GENFRAL SERVICES ADMINISTRATION, PUBLIC BUILDING SERVICE 


This report sets forth a plan for meeting major immediate requirements of 
the executive branch of the Government for permanent buildings in Washington, 
D. C., and vicinity. It was prepared at the request of the chairman of the 
Subcommittee on Buildings and Grounds of the Committee on Public Works of 
the House of Representatives on July 8, 1955. 

The plan is designed to accomplish the interrelated goal of demolishing the 
remaining temporary office buildings of World Wars I and II on the Mall and 
nearby areas in downtown Washington. 


A DECADE OF CONSTRUCTION 


Not since the first days of the Republic, when the Federal City became a reality, 
has the Government so badly needed new buildings in Washington, D. C. This 
plan, a simple, direct solution to a massive problem: complicated by many chal- 
lenging aspects, is designed to satisfy these requirements within the next decade. 

A few of the factors which necessarily entered into consideration are: 

Temporary oftice buildings, in some instances dating from World War I, 
were becoming permanent, unsightly landmarks. 

Earlier construction programs which brigtened the luster of Washington’s 
fame as one of the world’s beautiful capitals are marred by noticeable gaps. 

The Government's desire to participate in the redevelopment of the city’s 
southwest quadrant. 

Economic and traffic problems stemming from raising and lowering the 
density of the downtown working population had to be carefully weighed. 

And, above all, account had to be taken of costs and financing to avoid 
a burdensome addition to the Federal debt. 

So the problem was more than one of merely inventorying needs and prescrib- 
ing permanent buildings which would neatly balance them. The task had for 
its target a balanced, long-range, master program which would, on one hand, 
avoid the pitfalls of piecemeal construction and, on the other, serve as a successor 
to the plans of the past. 





psi a a ae ee 
| 





532 INDEPENDENT OFFICES APPROPRIATIONS, 1958 


In carrying out this task, General Service Administration has provided for 
the substantial completion of the 1950 comprehensive plan of the National Capital 
Planning Commission for the area west of the Capitol. There are many other 
significant features of the construction program. All the downtown “tempos,” 
for instance, are scheduled to go by 1962, thereby restoring about 125 acres of 
park land, and the plan by placing 4 projects with 7 buildings in the southwest, 
will aid materially in the area’s redevelopment. 

Primarily the plan answers the Government’s immediate urgent requirements 
with due regard to traffic, economic, and security factors. Nevertheless, it is 
so flexible in timing and scope that its competion may be accelerated and its size 
enlarged. It cannot, of course, provide for all future requirements. But as 
it stands today it meets Federal needs and therefore it should achieve its main 
underlying purpose of aiding the Government in successfully fulfilling its world- 
wide responsibilities to the Nation. 

F. Moran McContHe, 
Commissioner of Public Buildings, 
General Services Administration. 
AveustT 1956 (revised). 


STAGE BY STAGE 
Stage 1. 1956-9 


' Completion of the 13 projects in this stage will provide quarters in permanent 
Government buildings for nearly two-thirds of the employees now in temporary, 
nonconforming, and leased space. This will permit the demolition of nearly 
two-thirds of the temporary buildings . 

Five of the projects will be financed by direct appropriations. These are build- 
ings for the Atomic Energy Commission, Central Intelligence Agency, Depart- 
ment of State, the National Bureau of Standards and the Museum of History 
and Technology of the Smithsonian Institution. Congress has appropriated 
funds to start these projects. 

The remaining eight are to be financed by private funds under the Publis 
Buildings Purchase Contract Act of 1954, the so-called lease-purchase legislation. 


Stage 2. 1960-62 


This stage consists of three projects in the heart of the downtown area. Two 
of the three—the extensions of the Internal Revenue and Post Office Buildings— 
will close existing gaps in the development of the Federal Triangle along Penn- 
sylvania Avenue. 

The construction in this stage would provide housing for 4,300 employees. 
about 6.5 percent of those presently in temporary, nonconforming, and leased 
space. The completion of this stage, moreover, would permit the demolition of 
the remaining temporary buildings in the downtown area. 

Stage 3. Post—1962 
| The final six projects which form this stage would add permanent housing for 
| 6,600 employees. 

Four of the six would extend existing buildings. The other two projects 
would provide new office buildings, by converting and extending Emergency 
Hospital on New York Avenue between 17th and 18th Streets NW., and by con- 
structing a building on the Walker Johnson site on 18th Street between New 
York Avenue and E Streets, NW. Emergency along with Garfield and Episcopal 
Eye, Ear and Throat Hospitals, will be transferred to the Federal Government 
when these hospitals have oceupied the new District of Columbia Hospital 
Center now under construction for their use on the grounds of the Soldiers’ 
Home. 


Data forming basis for proposed 1956-62 building programs as of Jan. 1, 1950 


Employes of executive branch of Government housed in all types of 


WCG Bat ECU repeats | WV RR stees 178, 800 
Employees of executive branch of Government housed in permanent 

buildings in Metropolitan Washington________--______--________- —113, 000 
Employees of executive branch of Government housed in temporary, 

nonconforming and leased buildings_____________-_--__---_----_- 65, 800 


The above figures are as of January 1956 and do not allow for anticipated 
expansion. 
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| j 
| i Stage 3 
Proposed construction (by stages) | Stagel | Stage 2 subse- 
| 1956-59 | 1960-62 | quent to 
| | 1962 
= athlete fein omnes inenamitimtnintel blabla 
1. Atomic Energy Commission - ae 1, 220 amd 
2. Central Intelligence Agency. . psu d~ ons iS .iis Ei .05s sce! 
3. State Department Extension~ Ce ae ee —_ 6, 800. | -<-4-2----}-».5 
4. Museum of History and Technology Ep lgoki sneer Decision | | 
5. Federal otfice building 5 (10th Street Mall)__....--------- _ ‘ | 3, 350 | _- 
6. Federal office building 6 (west of H. E. W.) 5 Jabine aiel SMO iii 
7. Federal office building 7 (17th and Pa. Ave., NW.)_-- hcoian liaise 3, 250 ------|- 
&. Federal office building 8 (2d, 3d and D Sts., SW.)_..-__-_--.--------- 740 | ie 
9. Federal office building 9 (west of Interior) - - : 2, 480 | | 
19. Federal office bullding 10 (Independence Ave., 6th, 9th)-. 5, 350 abeai : 
11. Geological Survey a 2, 730 . mot 
12. National Meteorological Center and Coast and Geodetic Survey... 2, 920 -------| 
13. Bureau of Standards , A | 3, 000 | 
14. Treasury Annex Extension. ___- Rit. 23 = ESS h, GOP i susa3-S<s 
15. Post Office Building Extension ae aie a alls mee, i 7, 0 }.-.... 7 
16. Internal Revenue Extension . aenm . 1, 100 | ; 
17. Conversion and extension of Emergeney Hospital geiae i312. JdSaee otek 2, 000 
18. Federal office building —W alker Johnson site. __._.......-.--..-- Sehiae 2 : 1, 000 


19. Agriculture Annex extension a . ‘ 7 | 1, 000 


20. General Accounting Office extension. aed - 1, 100 
21. H. O. L. C. extension oe Oe Pid. na Midi hthcanda hie } 1, 400 
22. Atomic Energy Commission extension s3t es phate’ naead b cadhen | 100 
41, 740 4, 300 | 6, 600 

Total employees remaining to be housed in permanent or leased | | | 
space ial , i chee eedpis coca instead, ada Sipieneild aiken eee ie | 19, 7 13, 160 





Note 1.—All projects in stage 1, except project No. 12, National Meteorological Center and Coast and 
Geodetic Survey, have been approved. Approvals of projects Nos. 7 and 11 are conditional. Projects 
Nos. 5 through 11, inclusive, have been approved under Public Law 519, 83d Congress, 2d session (Lease 
Purchase). The remainder in stage 1 will be financed thrugh direct appropriations. 

Note 2.—Projects Nos. 1, 2, 11, 12, and 13 are not shown in the aerial photograph. 


For release at 7 p. m., Saturday, April 6, 1957. 
GENERAL SERVICES ADMINISTRATION, 
DIVISION OF INFORMATION, 
Washington, D. C., April 3, 1957. 

The General Services Administration outlined today its conception of the 
harmonious architectural development of Jackson Place. A site, lying on the 
west side of Lafayette Park, has been designated for the construction of a new 
Federal office building. 

At the same time GSA released a sketch showing how the site might be 
developed with balanced treatment, low facades, and preservation of historic 
houses of true architectural values. The sketch shows a building that would 
harmonize with the Decatur House without detracting from the architecture of 
that historic building. 

As shown on the sketch, three buildings would face the park when the new 
Federal office building is completed. They would be the Decatur House, which 
is a notable example of Georgian architecture ; a new office building, which would 
be semiclassical in character; and a building at the corner of Pennsylvania Ave- 
nue and Jackson Place which would repeat the architectural character and mass 
of the Decatur House. Studies are now being made to determine whether this 
latter building might better be obtained by remodeling the existing structure 
on the site or by constructing a new building. 

At the present Jackson Place is lined by 13 former dwellings and office buildings 
ranging from 4 to 8 stories in height. 

In commenting on the sketch, Frank G. Floete, Administrator of General 
Services pointed out: 

“The opportunity accorded GSA to build a new building on Jackson Place is 
an architectural challenge. 

“Our goal is to provide a development in keeping with the historic environ- 
ment and which will enhance the charm of Lafayette Park. A design in har- 
mony with the surroundings, moreover, will safeguard the vicinity from future 
deterioration detrimental to the dignity of the Capital City. 

“The primary purpose is to ease the Government’s urgent requirements for 
office space in permanent buildings. Achieving this goal will enable us to go 
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forward with the pressing task of ridding the city of the blight of temporary 
office buildings on nearly 125 acres of our parks. 

“This combinatien of objectives makes the new construction in the block 
west of Lafayette Park a highly desirable improvement for the Government and 
the Nation’s Capital. We will advance the work in consultation with the Com- 
mission of Fine Arts and the National Capital Planning Commission. 

“Preliminary to the actual design of the project we undertook studies of the 
problem. The resulting sketch presents a tentative outline showing how the 
various buildings will appear from Lafayette Park. The outline will aid the 
private architcts who will be commissioned to perform the necessary architec- 
tural and engineering services for this project after funds become available.” 

Key points for the development are: 

Preservation.—Decatur House will anchor the northern end of the composi- 
tion. Built by Commodore Stephen Decatur in 1819, it was the first house to rise 
along Jackson Place. Rich with historic interest, it is today held under a deed 
of trust for public benefit and use by the National Trust for Historic Preservation 
along with its carriage house which has become the Naval Museum. 

Balance.—Georgian counterpart to Decatur House is under study as an en- 
hancement of the southern corner. The companion house will balance Jackson 
Place, contribute to the preservation of its original character, and add a needed 
annex to Blair and Blair-Lee Houses, the block’s remaining pair of historic houses 
of outstanding design, which will remain standing on Pennsylvania Avenue. 

Low Facades.—The new Federal building, to be sited on the remainder of the 
block, will rise no more than 6 stories above Jackson Place and may have fewer 
floors. The sketch shows a 4-story building with a penthouse along the center 
of Jackson Place. That portion of the building facing 17th Street may rise 1 
or 2 stories above the level of the Jackson Place frontage. 

The Federal project for the block bordered by 17th and H Streets, Jackson 
Place, and Pennsylvania Avenue has been under consideration for more than 17 
vears. Late last summer the Committees on Public Works of the Senate and 
House of Representatives approved it for construction under the lease-purchase 
legislation with a cost ceiling of $27,450,000. 

GSA took the second step toward construction a few weeks ago by acquiring 
the few remaining privately owned parcels on the site. Nine in all, the properties 
have been in institutional and commercial use. The former owners included the 
National Grange of Patrons of Husbandry, Brookings Institution, Union Building 
Corp., and Mellon estate. The acquisition has cleared the way for preparation of 
the architectural design for the project which is expected to house the United 
States Court of Claims, now in the block at 17th and Pennsylvania, and other 
undesignated agencies of the Government. 


STUDY TO BALANCE ARCHITECTURAL TREATMENT 


Senator Magnuson. You duplicate the same type of house on the 
other end ? 

Mr. McContne. That is the preliminary study to balance the archi- 
tectural treatment there. 

Senator Dirksen. Do you mean then that the east-west line of the 
Decatur House property would be straightened out ? 

Mr. McContne. T hat is correct. We would make an exchange with 
them, and give them a little side yard, which would set off the Decatur 
House, and we would get some of that “LL” that Mr. Lewsom speaks 
of to straighten out that “L” line. 


CERTAIN OLD BUILDINGS TO BE LEFT STANDING 


Senator Magnuson. What would you do about the Blair House? 

Mr. McContne. Those houses would be left. 

Senator Magnuson. How about the old Court of Claims? 

Mr. McContne. No, sir: that would be eliminated. 

Senator Magnuson. How are you going to get around that? Are 
you going to go around the Blair House? 
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Mr. McContne. Yes, sir. 

Senator Macnuson. There would be parking there? 

Mr. McContue. No, sir; there would be building coming through 
on Jackson Place. 

Senator Magnuson. Then it will have to look this way [indicating]. 

Mr. McContne. It would be sort of a T-shaped building. 

Senator Magnuson. Off the record. 

(Thereupon, there was a discussion off the record. ) 

Mr. Parker. In regard to the question of whether the Government 
might ultimately take this property is a question of speculation, of 
course. No one can state. 


AUTHORIZATION FOR TAKING PROPERTY IN SQUARE 167 


The Government, of course, has the power, or the Congress has the 
power to authorize its taking of any property for public purpose 
whenever it so chooses; but the Congress and the appropriate com- 
mittees of Congress have had this question before them on prior 
occasions. 

The last time when the question was specifically before them, at 
which time there were public hearings held on the bill at the request 
of the General Services Administration, the GSA proposed to take 
the entire property as they are now doing. 

But the committees, after holding public hearings, stated that they 
were not convinced that the public purpose would be served by taking 
all those properties; and, therefore, they carved out a portion and 
authorized them to take certain portions of that block, which they 


did take. 


Subsequent to that action, the Congress passed a general statute 
known as the Public Buildings Purchase Contract Act, I believe, 
which was the main purpose of that statute, to provide a means for 
owners of private property to work cooperatively with the Govern- 
ment and build structures which the Government would lease for a 
long period of years and would ultimately purchase. 


PUBLIC PURPOSE OF PROPOSED BUILDING 


It was under a report that is requested to be made under that statute 
that the General Services Administration submitted a prospectus to 
the committees, along with many other items on property, and pre- 
sumably got the approval of the appropriate committees not with 
respect to any specific bill at that time, although I believe it was indi- 
cated to the committees that under response to that statue which does 
require them to make a showing that the property is needed for pub- 
lic purposes, and the use to which it is to be put, and I believe at that 
time, there was some indication given to the committee that they were 
going to use this area for a V eterans’ Administration building. 

It is our understanding at the present time that the General Serv- 
ices Administration does not propose to use that for a Veterans’ Ad- 
ministration building, and we were informed that maybe it might be 
used for Executive offices of the President, but we have been informed 
by appropriate members of the Congress that have some jurisdiction 
in that field that there is no interest in that site for the Executive 
offices of the President; so we are faced with a situation where the 
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Government is taking this property, and as far as we know without 
any specific use as to why that building is to be used or to what agency 
it will house, and they do not propose to use it for some period of time 
because they have indicated that they would like for us to start paying 
rent and indicated we could pay rent to them for a period of at least 
two years, because they have no plans for use prior to that time, and 
they are asking in this bill for authority to draw plans for a building 
but its use is rather indefinite. 

We believe that on that basis until the public purpose is more clearly 
defined that they should not be given further authority or funds to 
make further utilization of this property until the public purpose is 
more clearly defined. 

Senator Maanuson. I would hope that you would not build Execu- 
tive offices for the President under the Lease Purchase Building Act. 
The White House would have to rent offices. Isn’t this proposed 
structure to be under the lease-purchase bill ? 

Mr. Froere. Yes. 

Senator Magnuson. The Government building built on it—it would 
then be leased to it? 

Mr. Fiorre. We would buy it under the terms of the Purchase- 
Contract Act, but that has not been settled yet. It will be for some 
agency of Government, maybe the Veterans’ Administration, as orig- 
inally submitted in whole or in part and some other agency. 


EFFECT OF PROPOSED AMENDMENT 


I cannot see what difference it makes which Government agency 
occupies the building. The intent of this amendment, as I under- 
stand it, would be to stop us from doing anything at all. and so 
would interfere with any plans as to the entire building, so we could 
not start on even part of it. 

I think it would be a mistake to adopt that amendment; do you 
not, Mr. McConihe? 

Senator Maenuson. I probably should not judge this lease-pur- 
chase bill, Mr. Floete, but I have been violently opposed to it. 

Mr. Froere. I know you have. 

Senator Macnuson. And it is going to cost us 65 to 70 percent more 
than if we had built the building ourselves, but that is water over the 
dam; but recently we got figures this year that proved what Senator 
Byrd and I said when ‘the bill was up has come true. 

Let me get this straight. Mr. Cooper informs me that $5 million 
is in the 1957 appropriation for sites and plans. Is that correct? 

Mr. McContne. That is correct. 

Senator Macnuson. And that will not be available for 1958? 

Mr. McContne. That is correct; only a small unobligated balance. 

Senator Magnuson. So this only deals with your plan ? 

Mr. Frorre. We have paid the money into the court from funds 
available in 1957, and it is being adjudicated now through the court. 

Mr. McConrme. Mr. Chairman, may I say something for the 
record ? 

Senator Magnuson. Yes. 
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PUBLIC PURPOSE OF F. 0. B. NO. 7 


Mr. McContue. F. O. B. No. 7 is known as a part of our general 
plan of providing office space for the Federal employees in the Dis- 
trict of Columbia. Stage 1 of our plan provides for some 41,000 
people. We have a requirement for from 55,000 to 60,000 people in 
temporary buildings. We have a great need for this building. 


TIME REQUIRED FOR PRECONSTRUCTION WORK 


The only reason thta we are willing, and have offered to allow 
the owners of property in square 197 to remain for a period not to 
exceed 2 years is that if we started on the project tomorrow, it would 
take us 15 to 18 months for preconstruction work, and because of 
all of the other procedures we wouild have to go through before we 
would have to use the property. We also felt we wanted to give 
these people as much time as possible before we took the property. 

Senator Magnuson. This, of course, could only apply to the appro- 
priation for 1958. 

Mr. McContue. That is right. But it is imperative that we start 
plans because it takes so much time for preconstruction work. 


APPROPRIATION REQUESTED FOR 1958 


Senator Magnuson. You have in the bill $20 million under the item 
“Sites and expenses, purchase contract and public buildings projects,” 
as listed on page 6 of the House committee report. 

T understand that $1 million of this $20 million is earmarked for 
design, architectural work, and so forth, in connection with Federal 
Building No. 7. 

Mr. McContne. I do not know that we have any earmarked for 
that. No, sir; we have not earmarked that yet. 

Senator Magnuson. You just have the item “Planning” within the 
broad $20 million ? 

Mr. Frorre. That is correct. 

Senator Magnuson. This is a matter for the committee to decide. 
I think we know both sides of the question here. 

This proposed amendment would, of course, restrict you from going 
ahead or going into the matter of Federal Office Building No. 7 for a 
minimum of a year. 

Mr. McContne. That is right. 

Senator Maanuson. And might give the Grange some chance, be- 
cause in most of these cases it is pretty hard for people to know where 
to move in this town. 

Mr. McContne. We will gladly give the Grange at least the 2 
years—the same as we were negotiating with the Brookings Institu- 
tion and the other people who were in that block. 

Senator Maanuson. But anyway, to close this up, we are discussing 
planning right now? 

Mr. McContrne. That is right and it will take a year or more to 
do that. 
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REFERENCE TO DISCUSSION OF NICKEL DURING CLOSED SESSION 


Senator Macnuson. All right. For those here from General Serv- 
ices, we will leave the record open for a few days in case you want to 
make some correction in figures and things of that kind. 

And the other situation pertaining to that nickel situation—I am 
to understand you close that up, Mr. Floete, with the understanding 
that if it at least looks like a good possibility on this question of 
domestic production of nickel, the thought down at General Services 
is pretty well open for this discussion : is that correct ? 

r. Fiorre. As long as ODM does not close it. 

Senator Macnuson. I understand that. 

Mr. Froete. They have it as a policy at the moment. It still has 
not. been closed. 

Senator Magnuson. Assuming that ODM would still come to the 
conclusion that they need to attain these main objectives; for instance, 
ODM could change their estimates at any time, and you could not 
help that. 

You fellows down there would have to work accordingly. But I 
think it would be a fair statement to say I think it will be a ‘long time 
before we will have an ample supply of nickel in this so-¢i alled high- 
temperature age, because according to what people in aircraft or some 
people in guided missiles tell me, “nickel is cca more and more 
and more important as they move up into the high temperatures. 

Mr. Frorre. Certainly Inco would not have invested $50 million or 
$60 million, if they did not think there was a good market for the 
future. 

Senator Macnuson. And they will probably sell it to us throughout 
the future. Mr. Newsom or Mr. Parker, do you have anything to add? 

Mr. Newsom. No, sir. 

Senator Magnuson. Thank you very much for coming up. Mr. 
Floete, do you have anything else before we close the hearing? 


EFFECT OF HOUSE CUTS ON 1958 PROGRAMS 


Mr. Fioere. I would like to say something further, if you will per- 
mit me, sir. 

Senator Macnuson, Certainly. ‘ 

Mr. Fiorrr. As we stated in our letter to you of March 20, 1957, 
when we transmitted statements of the effect of the House cuts, we are 
not officially or directly appealing the reductions made by the House in 
our budget request. However, we desire at this time to point out the 
effect they will have on our operating programs. 

General Services Administration is a service agency performing 

various types of service to all agencies of Government. Therefore, the 
reductions in question will directly curtail the extent and quality of 
the services to be rendered. 

Weare strongly of the opinion that that will produce an undesirable 
result and that there should be substantial restoration of the reduc- 
tions. 

Obviously, we can operate with the amounts allowed by the House, 
but not in the manner or to the degree which we believe is both desir- 
able and advisable. 
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EFFECT ON OPERATING EXPENSES, PUBLIC BUILDINGS SERVICE 


“Operating Expenses, PBS,” was reduced $14,536,000. This will 
have a direct result of reducing the amount available for cleaning of 
buildings by the sum of $5,853,100 and will require the continuation of 
the present substandard cleaning services at 77 percent of accepted 
standards. 

$3,672,500 of this reduction would make it impossible for us to 
finance all existing space commitments and would deny other agencies 
the additional space which they require to house their activities. It is, 
therefore, suggested that $9,500,000 of this reduction be restored. 


EFFECT ON REPAIRS AND IMPROVEMENT PROGRAM 


In our “Repair and improvement account,” $20,500,000 was elimin- 
ated. This applies entirely to air conditioning. We had embarked 
upon a program to complete aid conditioning of Federal buildings 
over a period of 5 years in Washington and 7 years elsewhere. 

The total cost of the program, would have been $328 million and $18 
million was appropriated in 1957 to initiate the program. The budget 
estimate for 1958 of $41,850,000 was part of a program to be com- 
pleted in 1964. At the reduced rate of $21,350,000 the program will 
not be completed until about 1972. 

Our 1958 budget estimate covered 165 buildings, of which 163 are 
located outside the District of Columbia. 

They rate the highest priority projects in communities where 
climatic conditions warrant air conditioning. The House action 
would result in the elimination of about 61 of these projects and 
would delay the provision of improved and accepted present-day 
working conditions which contribute to greater employee efficiency 
in all agencies affected. We, therefore, believe it advisable that this 
entire amount of $20,500,000 be restored. 


EFFECT ON CONSTRUCTION OF PUBLIC BUILDINGS 


For the construction of public buildings $375,000 was eliminated. 
The item provided for 5 border stations for the Bureau of Customs 
and Immigration and Naturalization Service. . That Service is still 
strongly of the opinion that the entire amount is required. There 
is considerable question as to how the reduction could be applied. 

Senator Maenuson. As to those buildings that you had proposed 
to build, does that include that one in North Dakota ? 

Mr. Fiorre. No, sir. 

Senator Maanuson. That is a separate one? 

Mr. Fiorre. Yes. We have a list of them here. 

Senator Magnuson. Put the list in the record. 

(The information referred to follows :) 


Border stations 
Location : Estimated cost 
San Ysidro, Calif 
TE © I nance ttailectecs cabins diadicntespuieeenedelnieasecaticaaaicnmaeniaaa 


Madawaska, Maine 
Massena Point, N. Y 


PUNE ies or ce ara a oat et ds ws atta eres cece enaae 2, 500, 000 
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ELIMINATION OF THE ITEM FOR ACQUISITION OF LAND IN THE DISTRICT OF COLUMBIA 


Mr. Frorre. House action eliminated budget request for $1,675,000 
for acquisition of land in the District of Columbia. The property 
which it was proposed to acquire is located on E Street between 20tIi 
and 22d Streets and will ultimately be required for Government use. 
It can probably be purchased at a lesser price today than at any later 
time because of the extensive development occurring in that area. 


EFFECT ON OPERATING EXPENSES, FEDERAL SUPPLY SERVICE 


“Operating expense, Federal Supply,” was reduced in the amount of 
$1,390,000. The principal effect of this reduction will be felt in supply 
standards, cataloging, and assistance to other agencies to increase 
proceeds of sales of surplus property, which are held by House aetion 
to about the 1957 levels. 

This will reduce the estimated proceeds from sales of surplus by 

about $2 million. It will reduce the number of Federal specifications 
to be issued from 860 to 760. It will eliminate developmental testing 
and thus impede the introduction of new industrial developments in 
the Government supply system and will reduce by 70 percent the num- 
ber of item identifications for the Federal catalog system. 

The broad program to standardize common-use items in the supply 
systems of all Federal agencies, which is based on congressional man- 
date and which has been recommended by the Hoover Commission, 
is thus inadequately financed. 


EFFECT OF CUT ON DISTRIBUTION OF SUPPLIES TO OTHER AGENCIES 


Similarly, the reduction of $2,235,000 in “Expenses, supply distribu- 
tion,” will have an undesirable effect. Because of improved service 
to customer agencies, sales and resulting economies are rapidly 
increasing. 

The funds allowed by the House will permit handling of only $232 
million in sales, whereas we are certain that the sales in 1958 will be at 
least $252 million and may possibly go to $260 million. The savings 
and advantages to other agencies of Government in having this cen- 
tralized purchasing and distribution are obvious. 


EFFECT OF CAPITAL OF THE GENERAL SUPPLY FUND 


Our budget estimate requested an increase in the capital for the 
general supply fund of $25 million. House action reduced this to 
$12,500,000. The total increase requested is necessary to provide ample 
capital for an expanding business in store depot operations just dis- 
cussed and motor-pool activities. Restoration of the entire cut would 
permit GSA to operate with more efficiency. 


EFFECT OF CUT ON THE KECORDS PROGRAM 


The operating expenses, National Archives and Records Service, 
was reduced $345,500, Of this cut, $104,000 will defer savings result- 
ing from bringing agency records into our records centers; $120,000 
will cause a delay in aiding other agencies to eliminate bad practices in 
their management of paper work; and $50,000 will curtail proper pre- 
servation of fragile archives and related documents. 
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EFFECT ON TRANSPORTATION SERVICES 


Our Transportation and Public Utilities Service is now in a posi- 
tion to measurably improve the many services it should and can per- 
form for other agencies of Government. 

The proposed “reduction of $3 370,000 from the budget request of 
$1,700,000 will have a particularly severe effect upon ‘this program. 
The proposed cut would be applied to rate negotiations $87,000; rate 
litigation, $39,000; traffic surveys, $173,000; and other activities, 
$71,000. 

All of these are highly desirable activities and we strongly recom- 
mend full restoration of the reduction. 

Mr. Frorrr. Mr. Mills, the Deputy Administrator, and Mr. Ken- 
nedy, the Deputy Commissioner of Transportation, are here. They 
feel so st rongly about the cut with regard to the traffic surveys that 
they would like to have a chance to say something if it is all right 
with you. 

Senator Magnuson. We are about to repeal section 22, so you will 
have some more trouble. 

Let’s say, we have under serious consideration the repeal of 22. 
Maybe you will not need the cut restored. 


COMMITTEE DIRECTION TO PARTICIPATE IN RATE PROCEEDINGS 


Mr. Mitis. On the contrary, we will need the cut restored more 
than ever. That will increase rate litigation. In any event, as I 
recall, your committee indicated last year that the Transport ation 
and Public Utilities Service should participate fully in these rate 
proceedings. 

At that time we had intervened in 5 major rate cases. In fiseal year 
1957 we have participated in 24 major rate cases} so we have followed 
your mandate. We are only asking for a restoration for that purpose 
of $39,000, which is suflicient for 5 or 6 technical personnel. 

Senator Magnuson. This committee in effect practically directed 
you people to get into these things. 

Mr. Minis. We have taken it as a direction. 

Mr. Fiorre. We have taken it very seriously. 

Mr. Mirus. We have endeavored to implement that direction, and 
we are only asking for $39,000 restoration in this regard to carry on 
a workload that is 4 times or 5 times as heavy as it was a year ago. 


“SAVINGS” OR REDUCED TRANSPORTATION CHARGES 


In connection with rate negotiations we saved the Government in 
fiseal year 1957, $9.3 million. 

I believe that a GAO review would generally substantiate the ac- 
curacy of that figure, and also the propriety of the criteria we used 
in arriving at that estimate of reduced freight charges. This is such 
a special field that for every dollar that is appropriated for this par- 


ticular portion of the budget, the Government is getting a very fine 
return in savings. 


You will notice in the prepared material which has been submitted 
to you on page 30, that we started in 1950 with “savings,” or reduced 
freight charges, of $900,000; and that annual total has steadily in- 
creased. In 19: 56 it reached $9,300,000. 
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In addition, the Public Utilities Division saved $200,000. I 
am speaking of fiscal year 1956, so you have a total saving to the Gov- 
ernment in the field of our responsibility of $914 million. 


PERSONNEL REQUIREMENTS FOR EXPANDED OPERATIONS AND FIELD ACTIVITIES 


We are asking for a restoration in connection with the transporta- 
tion operations of only $86,000 which will provide for an additional 
15 people. This is necessary in order to properly staff our field activ- 
ities, particularly in Chicago, Boston, Kansas City, Dallas, and Denver. 


EFFECT ON TRAFFIC SURVEYS OF OTHER AGENCIES 


The major cut occurred in connection with a $173,000 reduction for 
traffic surveys. The traffic surveys have been instituted by GSA to 
fulfill its governmentwide responsibility in connection with assuring 
more efficient traffic management and public utilities service. 

We feel that we can actually be of considerable assistance and help- 
fulness to other civilian agencies in the better management of traffic 
functions. In fact, some have asked us for increased assistance. 

We have started a number of traffic surveys, and have concluded 
two of them. They are quite monumental tasks and take a very con- 
siderable amount of work. We concluded one survey of the Veterans’ 
Administration central office late in January, and the report has been 
completed and is ready to be discussed by Mr. Flocke with Mr. Higley, 
Administrator of VA. 

We have just completed our survey of the Civil Aeronautics Admin- 
istration, and that report is also ready to be discussed at top level. 

Senator Maenuson. That is a survey of the CAB; that is not an 
air survey ¢ 

Mr. Mitts. No, sir; that is the CAA, and it is a traffic management 
survey 

Senator Maenuson. Of their individual administrative traffic 
problems? 

Mr. Mri1s. That is correct. We are now making surveys of the 
Bureau of Standards, Bureau of Prisons, Maritime Administration, 
International Cooperation Administration, Bureau of Public Roads, 
and before the end of this fiscal year we hope to start the Post Office 
Department and the Commodity Stabilization Service. 

In fiscal year 1958, we propose to make 22 further surveys under the 
budget estimate. Shall I read them? 

Senator Macnuson. You can put them in the record. 

(The information referred to follows :) 





1. Forest Service 13. Bureau of the Mint 

2. Bureau of Reclamation 14. Bureau of Narcotics 

3. Bureau of Jndian Affairs 15. Bureau of Engraving and Printing 
4. Fish and Wildlife Service 16. Internal Revenue Service 

5. National Park Service 17. United States Information Agency 
6. Bureau of Mines 18. Housing and Home Finance 

7. United States Coast Guard Agency 

8. Tennessee Valley Authority 19. Office of Territories 

9. Atomic Energy Commission 20. Administration of Foreign Af- 
10. Bureau of Census fairs 
11. Social Security Administration 21. Weather Bureau 


— 
* 
~ 


2. Bureau of Land Management 22. Geological Survey 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 543 


Senator Magnuson. In any event, your contention is here that these 
surveys in the long run are going to save us money because of the more 
efficient traffic operation and, therefore, they should be continued ? 

Mr. Mixts. Yes, sir; that is what we feel. We feel it will supply 
uniformity of practices, procedures, and policies with regard to a lot 
of these services, and save money. 

That very briefly is what we planned to do with the additional 
$173,000 that we requested. 

Senator Magnuson. All right. Is there anything else? 


FORMAL APPEALS FOR RESTORATION OF CUTS IN TRAVEL LIMITATIONS 


Mr. Fiorre. We have only one more thing, and that refers to these 
limitations on travel, and this does not involve additional money in 
any respect, but Mr. Medley, our comptroller, is prepared to discuss 
that. 

Senator Magnuson. Why don’t you submit the legal language— 
I mean that is the thing we have over here all the time. We are taking 
a look at it. 

Mr. Meptey. Our requests for amendments in the usual form have 
been filed with the committee. 

Senator Magnuson. Off the record. 

(Discussion off the record.) 


LABORATORY IN THE STATE OF WASHINGTON 


Senator Maenuson. Is there anything further? Oh, I wanted to 
ask one question. —The ODM is gone. Does General Services have 
any interests in a laboratory in Washington on this stockpiling or is 


it ODM? 

Mr. Weaver. No, sir; we have one in Oregon. 

Senator Magnuson. The only 1 you have is the 1 in Albany? 

Mr. Weaver. That is right. 

Senator Magnuson. Is there any work being done up there? 

Mr. Weaver. I do not know. 

Senator Magnuson. Would you find out and put it in the record? 
I was requested to ask that question. 

(The information referred to follows.) 


The Federal Government maintains 6 testing laboratories in the State of Wash- 
ington only 1 of which is operated by the General Services Administration. No 
testing of strategic materials is performed by any of these laboratories. A list 
of these six laboratories, showing operating agency and location, follows: 

1. General Services Administration, Federal Supply Service, Seattle, Wash. 
2. Bureau of the Mint, Seattle, Wash. 

3. Bonneville Power Commission, Vancouver, Wash. 

4. Bureau of Standards, Seattle, Wash. 

5. Department of the Army, Surgeon General’s Office, Seattle, Wash. 

6. Department of the Navy, Bremerton, Wash. 


Senator Magnuson. I really thank you, and this will conclude the 
hearings on GSA. We will, however, leave the record open. 

(Thereupon, at 12:15 p. m., Thursday, May 16, 1957, the hearings 
were recessed until 10 a. m., Friday, May 17, 1957.) 


90699—57 -35 
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FRIDAY, MAY 17, 1957 






Unrrep Srates SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., in room 
G-16 of the Capitol, Hon. Warren G. Magnuson, chairman of the sub- 
committee, presiding. 
Present: Senators Magnuson and Potter. 


VETERANS’ ADMINISTRATION 
CONSTRUCTION 


STATEMENT OF F. W. KELSEY, CONTROLLER; ACCOMPANIED BY DR. 
W. S. MIDDLETON, CHIEF MEDICAL DIRECTOR; DR. R. A. WOL- 
FORD, DEPUTY CHIEF MEDICAL DIRECTOR; DR. M. M. CUMMINGS, 
DIRECTOR, RESEARCH SERVICE; F. C. WATTERS, CONTROLLER; 
L. F. SCHOEN, DIRECTOR, BUDGET SERVICE; D. I. ROSEN, DIREC- 
TOR, REPORTS AND STATISTICS SERVICE; R. M. EDGAR, 

ASSISTANT ADMINISTRATOR; L. G. SCHWEICKART, EXECUTIVE 

ASSISTANT TO ASSISANT ADMINISTRATOR; AND J. C. GARVER, 

PROGRAM CONTROL DIVISION 





HOSPITAL CONSTRUCTION PROGRAM 






Senator Magnuson. The meeting will come to order. 
Dr. Middleton, whom do you have with you on construction ? 

Dr. Mipptetron. Colonel Edgar and his staff, sir. 

Senator Magnuson. You recall the testimony on the hospital con- 
struction program where there was priority given? The suggestion 
was made that we start three of them, as I recall. Do you remember 
the testimony of the Veterans’ Administration, Congressman Baldwin, 
Mrs. Bolton, and Mr. Hyde? Do you have anything further to add 
to that testimony ? 

Mr. Enear. As you know, in 1958—— 

Senator Magnuson. We suggested that you bring up the figures on 
what you could do with an increase of $2,500,000, $5 million, $7,500,- 
000, and $10 million. 

Mr. Epear. That is on the R. and M.—the rehabilitation and 
modernization—not new hospitals, 

Senator Magnuson. Mr. Baldwin was involved in that also. 

All right, go ahead on the other items. 

Mr. Epear. On the hospitals? 

Senator Magnuson. Yes. 














546 INDEPENDENT OFFICES APPROPRIATIONS, 1958 





DEVELOPMENT OF PLANS AND SPECIFICATIONS 


Mr Epcar We have received in fiscal year 1957 technical funds; 
that is, for the development of the plans and specifications on the five 
hospitals—Cleveland, Jackson, Nashville, Oakland, and Washington. 
In the fiscal year 1958 estimate, we have requested Nashville construc- 
tion funds and Jackson construction funds. 

If I may make myself clear, we have the technical service funds to 
finance the five hospitals, but in fiscal year 1958 we have asked for the 
construction funds for Jackson and Nashville. 

Senator Magnuson. So that we get this in perspective, going back 
to the Veterans’ Administration hearing, this is my statement at page 
432 : see if this is correct, now: 

The Veterans’ Administration this year submitted a request for funds. for 
$14 million to the Bureau. 

Ts that correct ? 

Mr. Epaar. Yes, sir. 

Senator Magnuson (continues reading) : 

That would include the construction funds for all five of these hospitals. 

Is that right ? 

Mr. Enver. That is right. 

Senator Magnuson (continues reading) : 

The Budget Bureau cut the $114 million to $50 million, and in the process of 
doing so they cut out funds for construction for Washington, Cleveland, and 
Oakland, and just left Jackson and Nashville. 

Mr. Epear. That is correct. 

Senator Macnuson. All right, now. We are in perspective on this. 

Now, you say with the $50 million—let us keep discussing where 
we are now—with the $50 million you have funds to start Jackson and 


Nashville ? 
Mr. Epaar. Yes, sir. 
Senator Magnuson. And technical funds for all five ? 
Mr. Encear. That we received in the fiscal year 1957. 
Senator Magnuson. Yes. 
Mr. Epnear. That is correct. 





TECHNICAL FUNDS 


Senator Macnvson. For the purpose of the record, what do you 
mean by technical funds? 

Mr. Encar. Those funds that permits us to prepare the plans and 
the specifications rights up to putting out the bids. 

Mr. Enear. That is right, sir. 

Senator Magnuson. So, with the $50 million, we are in position on 
all 5 to get right up to the construction point; but the plan, if the $50 
‘million stands, would be only to call for bids for construction for 
Jackson and Nashville and would leave the bids out for Washington, 
Cleveland, and Oakland ? 

Mr. Encar. That is correct. 

Senator Magnuson. Is that correct? 

Mr. Epaar. Yes. 

Senator Magnuson. The suggestion was made that, if we added to 
the $50 million, you might be able to make a spread and call for the 
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beginning of construction for all 5. That was the suggestion. Could 
that be done, or would you need the full amount ? 

Mr. Epear. Well, sir, I do not know. It would be very difficult, and, 
I think, rather unsatisfactory to have partial funds. We would like 
to put the project out as a whole to take advantage of prices. To cut 
it up into small segments is rather difficult. You have all your utility 
troubles and connections, and you do not have an operating hospital. 

Is that correct, Dr. Middleton ? 

Dr. Mippieron. Correct. 


SUGGESTION OF REPRESENTATIVE BOLTON 


Senator Magnuson. You remember Representative Baldwin, Mrs. 
Bolton, and the rest made this suggestion, and this is what I want to 
get from you. Iam quoting from Representative Baldwin: 

“Now what we would like to propose is that the funds be allo- 
cated”—they point out that Jackson will cost $11 million and Nash- 
ville $10.4 million. Then they say, “What we would like to propose 
is that the funds be allocated to all five of these hospitals, which all 
will be ready for calls for bids in the spring of 1958, so that the calls 
for bids can be issued for all five, and three of them will not be held 
up. The testimony of Colonel Edgar before the House Veterans 
Affairs Committee was that the three would be held up for a year if 
the restriction that now exists in the bill remains. It does not seem 
logical to us to have a large portion of the funds which are appro- 
priated lie idle in fiscal 1958 because of the length of time for con- 
struction of Jackson and Nashville, when they could be appropriated 
so that all five could be started at the same time, and started sooner.” 

What do you have to say for that suggestion ? 

Mr. Epnear. We have, as I stated, the funds for the technical services. 
We have not designed a new GMS hospital since 1950; the last of the 
19 GMS hospitals, I believe, was completed about 1950. The Depart- 
ment of Medicine and Surgery is making a very careful study of the 
requirements for a modern 500-bed hospital. They are al] different, 
too, sir. Some are teaching hospitals. For instance, the Washing- 
ton hospital will be the national hospital, and, as I believe was under- 
stood, it would be quite a bit different because of more conference 
rooms, equipment testing and display rooms, food research, laborato- 
ries, clinics, research equipment, and so forth. They are all different 
in requirements. 

So, when those requirements are completed—and they are not com- 
pleted as yet, sir—then we could go on into the preparation of the 
sketches and give them then to an architect engineer firm for design. 

So the schedule that we have—and I want you to bear in mind until 
we get these requirements, there is nothing we can do—as for the Nash- 
ville hospital and the Jackson hospital we would need the funds late 
in 1958 or early 1959 in order to put them out to bid. 


HOSPITAL LOCATION 


Senator Maenvson. I can understand it is better to have the full 
amount for all these hospitals, but we are faced with this predicament 
now, and this suggestion was made by these people who are interested. 
The way I understand it now, you feel, Colonel Edgar, this would 
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not be a practical thing to do at this time, because, take the Washing- 
ton hospital, for instance, you remember Mr. Kraabel testified here 
that you people did not even know where you were going to locate it 
yet. 

Mr. Enear. That is correct. 

Senator Maenuson. So, even if you had the money and let out the 
bids, you still have a long time before you find your location. Is that 
not true? 

Mr. Epvear. We would have to get our location firmed up first in 
order to make our designs. 

Senator Macnuson. And that is pretty difficult around this area ? 

Mr. Epvear. That is correct. 

Senator Magnuson. That would take a matter of months. 

Mr. Enear. Yes, sir. 

Senator Maenvson. So that probably on the Washington hospital, 
you might want to come in here next year early on a supplemental or 
something when you get all your plans ready. 

Mr. Enear. It would take a matter of months, sir to work up the 
requirements for that particular hospital, due to its type. 


OAKLAND HOSPITAL 


Senator Magnuson. What about the other two? What about 
Cleveland and Oakland? Oakland is in pretty bad shape, is it not, 
Doctor ? 

Dr. Mippteron. Oakland Hospital is in poor shape. 

Senator Magnuson. I mean, you would be justified to do something 
to it. 

Dr. Mippteton. The upkeep is very expensive. 

Senator Maenuson. Yes. 

Mr. Epear. In order to put the Oakland Hospital out to bid, we 
would have to have the funds in 1959. Washington is quite possible— 

Senator Macnuson. All right, Washington. I do not know what 
your priority is on those three, leaving out Jackson and Nashville, but 
this Washington hospital, I think, is a matter of still some more plan- 
ning, and the acquisition of land. I would think that Oakland ought 
to be first on your agenda, to do something with that place, rather than 
start to build the new one in Washington, if you are limited on funds. 

Mr. Enear. That is a matter of 

Senator Magnuson. I say it is a matter of priority. 

Mr. Enear. That is correct. 

Senator Magnuson. I am no expert on it, but I think surely you 
could justify any request for funds to take care of that situation at 
Oakland. 

Mr. Enaar. If the department of medicine and surgery so wishes 
that, that is what we will do. 

Senator Macnuson. All right. Then we are to understand that 
you are going ahead with Jackson and Nashville? 

Mr. Enear. Yes, sir. 

Senator Maenuson. And that Washington is still in the planning 
stage. So we can just as well leave that alone for a.month or so? 

Mr. Enear. Correct. 
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CLEVELAND SITUATION 


Senator Magnuson. What is the situation on Cleveland? 

Mr. Enear. Cleveland, sir, the best we can figure—as you know, 
that is an 800-bed hospital 

Senator Magnuson. That is a large one. 

Mr. Epear. That is a large one, and it will require considerable 
study by the department of medicine and surgery, and we feel those 
funds, in order to. get that hospital out and advertise the bids, would 
have to be available to us in fiscal year 1960. 

Senator Macnuson. So, in that particular case, that might wait a 
while, at least a few months, until the next budget ? 

Mr. Enear. Well, sir, I am just trying to illustrate the problems 
which confront us. 

Senator Magnuson. We have to know what to do here. We want 
to support the program. The House has cut the funds $42.5 million, 
and you are asking for a restoration of $7.5 million. We have to 
know what you are going to do with that. 

Mr. Epear. I see no chance, sir, to need those funds until fiscal year 
1960 for the Cleveland Hospital. 





FUNDS NEEDED FOR OAKLAND 


Senator Magnuson. Now we get down to the only one left, if the 
$7.5 million is restored—Oakland. 

Mr. Enear. Funds are needed there in fiscal year 1959 for Oakland. 

Senator Magnuson. That is a little earlier. 

Mr. Evear. To put it out to bid. 

Mr. Scuwerckartr. The Senator is confusing the $7.5 million with 
the question of whether or not to go ahead with all of the new hos- 
pitals. 

Senator Magnuson. I know you are asking for $7.5 million resto- 
ration in the funds. 

Mr. Scuweickart. The $7.5 million, Senator, is in connection with 
rehabilitation and modernization. 

Senator Magnuson. Only? 

Mr. Scuwercxarr. That is right. It has no relation to this ques- 
tion. 

Senator Magnuson. It has no relation to hospital construction as 
such ? 

Mr. ScuwercKkart. Right. 

Senator Magnuson. Your total on hospital construction as such, 
was what? 

Mr. Scuwerkart. On the new hospitals, the two you mentioned ? 


TOTAL FUNDS FOR HOSPITAL CONSTRUCTION 


Senator Magnuson. Twenty-four million dollars out of the $50 
million. Is that correct? $26,253,000 is what I have. 

Mr. Epear. That is rehabilitation and modernization, 

Senator Magnuson. Yes. 

Mr. ScuwercKkarr. Twenty-four million dollars, approximately, is 
for new construction, including the replacement at Jackson, the re- 
placement at Nashville, and technical services for Wood. 
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Senator Macnuson. That is right. That is $2.9 million. That is 
about $24 million. 

Mr. Scuwerkart. Right. 

Senator Macnuson. And Nashville and Jackson will use up just 
about that whole amount ? 
Mr. Scuwetckart. Yes, sir. 
Senator Macnuson. All right. 
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FIVE NEW HOSPITAL STARTS IMPRACTICAL 


Mr. Scuwerckart. May I make one other comment in connection 
with the question that the money indicated for Jackson and Nash- 
ville be used possibly to start construction on all five of them? One 
point that Colonel Edgar was making, and I am not sure registered 
completely, is that there would be little or no advantage to the Vet- 
erans’ Administration, and it would be most impractical to attempt 
to put on the market five new hospitals when you had money only 
to pay for the two. 

He mentioned it would be difficult to attempt to prepare your bid- 
ding documents on that basis. 

Another thing that he said, which possibly was not completely 
understood is that the schedule for development plans for the five 
is such that it appears, from the best information we have at the 
moment, that we will not be ready to put under construction Oakland, 
Washington, and Cleveland during fiscal year 1958. 

An important point, I believe, in connection with that is that the 
Congressmen who are interested in these three jobs are concerned, 
naturally, as to whether or not their new hospitals are going to be 
delayed. Our schedule indicates that the absence of money in the 
1958 appropriation will have no delaying effect on the construction 
of these three hospitals. 

Senator Magnuson. It seems to me, from the testimony, that even 
if you had extra money in here, there would still be that delay for a 
while. 

Mr. Scuwercxart. That is correct. 

Senator Maanuson. Regardless of whether we put it in or not? 

Mr. Scuwerckart. That is right. It will add to the money that 
will not be obligated during this fiscal year. 

Senator Magnuson. That answers that, Colonel. 

Is there anything further you want to add on the hospitalization 
program ? 

Mr. Enear. No, sir. 


EFFECT OF HOUSE REDUCTION ON NASHVILLE HOSPITAL CONSTRUCTION 


Senator Macenuson. Senator Bridges, a member of the full com- 
mittee, has sent up some questions on Nashville. No. 1, he says, “What 
effect would the House reduction of $7.5 million have on the construc- 
tion project for the replacement hospital at Nashville?” 

You have answered that. 

Mr. Epear. That is correct. It will have no effect. That is in 
another program. 

Senator Maenuson (reading). “Has it been the policy in the past 
for the Veterans’ Administration to build hospitals adjacent to avail- 
able medical centers where possible?” 


ce ~ | 
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Dr. Mippteron. It has been, sir. 

Senator Magnuson (reading). “Would it not be beneficial to locate 
this hospital near Vanderbilt Medical Center, so the consultant spe- 
cialists might readily be available to VA ?” 

Dr. Mippieron. It would be a distinct advantage from the person- 
nel standpoint, but there are other considerations there. 

Senator Maenvson. I presume if he were here he would ask you, 
Why can you not do it? 

Dr. Mippteron. In the first place, Mr. Chairman, the Government 

resently owns a very desirable site at a distance removed from the 
hospital center, and it is the location of our Veterans’ Administration 
hospital at this time. 

Settee Macnuson. At Vanderbilt ? 


LOCATION OF HOSPITAL 


Dr. Mippteron. It is variously given as 31% to 5 miles removed from 
Vanderbilt University Hospital. 

Senator Magnuson. How far is Vanderbilt from Nashville? 

Dr. Mippieton. It is in Nashville. The sites that have been sur- 
veyed represent areas that are presently occupied by homes that would 
have to be condemned and then removed at a considerable added cost 
to Government, where there is presently a site in possession of the 
Government. 

é Senate Macnuson. How far would the present site be from Van- 
erbilt ? 

Dr. Mippteton. Three and one-half to 5 miles. 

Senator Macnuson. Three and one-half to 5 miles? 

Dr. Mippteron. Yes, sir. 

Senator Magnuson. He says, “Can you not sell the present canton- 
—— to offset the additional cost of purchasing land near Vander- 

ult ¢ 

Dr. Mipptrton. Under Government regulations, the agency does 
not we but transfers as surplus to GSA, and then GSA has the dispo- 
sition of it. 

Senator Macnuson. GSA could sell. They would be able to make 
a trade in this deal. 

Dr. Mipptrron. It is not a question of trade; it is a question of 
available money, sir. 

Senator Macnuson. I do not think you quite answered Senator 
Bridges’ question here, and I will repeat it. 

“Can you not sell the present cantonment site to offset the original 
cost of purchasing land ?” 

rae answer is you cannot sell because you have nothing to do with 
Selling ? 

Tie! Mnidesioier. That is right. 

Senator Magnuson. Why do you not ask the agency that has some- 
thing to do with selling? 

Mr. Kesey. I think we would have to admit there is that ibil- 
ity from the overall point of view of Government. There could be the 
sale of one property as offset to the purchase of another. 

Senator Maanuson. Yes. 


Mr. Kersey. The question of how it might balance off is something 
we cannot tell. 
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Senator Magnuson. Why do you not ask General Services to ex- 
plore it? Have you asked them to do it? 

Mr. Ketsry. No, sir; because of the fact our planning has contem- 
plated use of that particular acreage. 

Senator Magnuson. If this could be effected, selling that. canton- 
ment site and getting land nearer Vanderbilt, would that be more 
desirable ? 

Dr. Mippteron. There are distinct advantages in that. 

Senator Magnuson. Why do you not ask Cenieel Services to take 
a look at it. They are up here every day with trade, and they are in 
the real estate business. They might get you a good deal, and you 
could have a better site. They have experts down there, aiied 
experts, and they are trading and selling every day. 

r. Mippteron. We can explore that, sir. 
Senator Macnuson. Yes, explore that, because maybe you might 
find the real estate market there might be such that you might come out 
better, with a better site. 
(The following information was later submitted :) 


AUTHORITY OF THE GSA To TrADE REAL PROPERTY 


1. Reference is made to the question as to whether GSA would have authority 
to trade the present Veterans’ Administration Hospital site at Nashville, Tenn., 
for one adjacent to Vanderbilt University. 

2. The Federal Property and Administrative Services Act of 1949, as amended, 
provides under section 203 (c) : 

“Any executive agency designated or authorized by the Administrator to dis- 
pose of surplus property may do so by sale, exchange, lease, permit, or transfer, 
for cash, credit, or other property, with or without warranty, and upon such 
other terms and conditions as the Administrator deems proper, and at may exe- 
cute such documents for the transfer of title or other interest in property and 
take such other action as it deems necessary or proper to dispose of such prop- 
erty under the provisions of this title.” 

3. The matter was explored with GSA and it was our opinion that in view of 
the 60 or more owners who would be involved in the site adjacent to Vanderbilt 
University, that such a proposition would be impractical. Also, even if it would 
be possible to make an exchange of property the present Nashville Hospital 
would have to be in operation during construction of the new hospital, requiring 
leasing back or other arrangements during the interim. Furthermore, the law 
covers disposal of surplus property and would require screening with other 
Government agencies before it could be classified as surplus. 


VA STATEMENT ON LOCATION 


Senator Macnuson. Then he says, “Did the Veterans’ Administra- 
tion Administrator ever make the statement that the hospital would be 
located adjacent to Vanderbilt Medical Center?” 

Dr. MippteTon. I have no information on that, sir. 

Senator Macnuson. Let’s find that out for him. Ask Mr. Higley 
whether he did that or not. 

(The following information was later submitted :) 


The Administrator indicated his willingness to consider the site adjacent to 
the Medical School of Vanderbilt University for the location of a new Veterans’ 
Administration hospital at Nashville but recalls no statement which could have 
been interpreted as a decision on his part to so locate the hospital. 
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ATTITUDE OF PHYSICIANS 


Senator Macnuson. Then he says: “Is it not true that the physicians 
of Nashville, Tenn., feel it would be more beneficial for the Veterans’ 
Administration to locate near Vanderbilt ?” 

You have answered that. 

Dr. Mippteron. There is a division, but in my own judgment, it is 
always advantageous to be closer to the medical school. 

Senator Magnuson. He says, “Is it not true the Government could 
save $20,000 a year on water ‘bills by moving within the city limits?” 

Mr. Epear. I cannot answer that, sir. 

Senator Magnuson. Who can answer it? That ought to be of some 
consideration in the location; that is, if you are going to have to pay 
$20,000 a year extra for water. 

Mr. Epear. I will get the answer. 

(The information referred to follows :) 


COST OF WATER AND SEWAGE SERVICE, VETERANS’ ADMINISTRATION HOSPITAL, 
NASHVILLE, TENN. 


(1) In accordance with your request of May 17, the following information has 
been received from Veterans’ Administration hospital, Nashville, Tenn. The cost 
of water at Veterans’ Administration hospital, Nashville, for 12 months ending 
December 31, 1956, was $34,533.67. While the sewage from this station is dis- 
posed of by the city, there is no charge for this service. 

(2) The cost for the same amount for water used inside the city would have 
been $17,260 or approximately one-half the present VA cost. In both cases the 
charge of sewage service is included in the water charges. 

(3) Annual consumption of water at this station is approximately 115,900,000 
gallons. 

(4) Rates for water are on a sliding scale, depending upon amount used. 


Dr. Mippteron. That statement has been made, sir, and it is relative 
to the site of the present hospital, the rates within the city. 

Senator Magnuson. At the planned site, do you have to drill wells 
or something ? 

Dr. Mippteton. We have a water supply. 

Mr. Enear. We have all of the utilities, yes. 

(The information referred to follows :) 


Data on Nashville VA hospital sites 


| | | 
Site No. 2—Bounded | Site—Existing 
| Site No. 1—Bounded by High- by Dixie Place, 24th hospital— 
land Ave., 25th Ave., Ford Ave., Garland Ave., | Thayer Gen- 
Ave., and Natchez Trace i; and 200 ft. off 21st eral 
Ave. 


Area ist acres } 15+ | 142.5 acres. 
Distance from unive orsity hospi- 6 mile to center of site | 1,000 feet to center of | 3 miles. 
and medical school. site. 
Distance from downtown. 2 miles | 2 miles__ aa ...| 5 miles. 
Existing private dwellings to be | 48 plus 1 school and 1 church | 68... abde _.| None. 
acquired. 
Acquisition cost (only) -.-- va) SOG adnnosed $780,000__.............| Government 
owned. 
Parking conditions Inadequate, offsite __ ..| Inadequate, offsite _ - Abundant. 
Construction problems___- Rock condition and fill_- Rock conditions__- Minimum. 
Utilities available__- Adequate, but rerouting nec- | Adequate, but rerout- | Adequate. 
| essary. ing nceessary. 
Transportation. ___- .....-| Adequate- | Adequate_ : Adequate. 
Other problems. | Involves unive rsity- -oW ned | Street closing condem- | None. 
| land which they do not nation. 
|} want to relinquish; streets 
to be closed. 


} 
} 
| 
| 


Prepared by Wm. Z. Bowie, Chief, Real Estate Division, OA A/C. 
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EVALUATION OF LOCATION BY VA 


Senator Macnuson. Then Senator Bridges says: “Do you not rec- 
ognize Dr. Magnuson”—no relation—“former chief medical director 
for VA as a competent person to evaluate locating such hospitals?” 

Dr. Mippteron. He had that responsibility when he was chief 
medical director. 

Senator Macnuson. What do you have to say to his question ? 

Dr. Mippteron. I consider Dr. Magnuson an extremely competent 


n. 

Senator Maenuson. I have to stick up for him as a competent per- 
son, because of the name. 

He made a recommendation, did he not, that it be built near Vander- 
bilt, some place, somewhere? 

Dr. Mippteton. I gather that was a verbal recommendation. 

Senator Macnuson. Probably down there at some meeting. 

_ Dr. Mippteton. I have not been able to find a written record of it, 
sir. 
Senator Macnuson. Then he asks this further question, which 
answers itself: “Why are medical centers so desirable today in large 
— = it is not to give better medical service to the people of the 
ocale?” 

Of course it is. The more people you contact, the better it is, I 
would think. The bigger the potential population, the more valuable 
the medical center is. 

Dr. Mipptrton. The question of distance is relative here and it is 
obvious there is some division of opinion. 


EFFECT OF $7.5 MILLION REDUCTION 


Mr. Keusty. Mr. Chairman, may I make sure that we do not have a 
misunderstanding about this $7.5 million. This reduction of $7.5 
million in our construction funds by the House does not involve the 
three new hospitals. 

Senator Maenuson. I understand that. 

Mr. Kesey. If we do not get that $7.5 million, we will have to delete 
certain modernization and rehabilitation projects. 

Senator Macnuson. I understand that. If the House figure stands, 
the new construction will be just as you describe it here? 

Mr. Encar. That is right. 

Senator Maenuson. If the House figure stands, the modernization 
of certain units will have to be delayed ? 

Mr. Enear. In many hospitals. 

Mr. Ketsey. That is right. 

Senator Macnuson. If the $7.5 million was put back, that would 
mean some sort of progress in your modernization program in the 
overall Veterans’ Administration ; is that correct ? 

Mr. Epear. That is correct. 

Mr. Kersry. Yes. 

Senator Macnuson. Do you have anything further to add on the 
construction items? 

Mr. Enear. No, sir. 
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WASHINGTON HOSPITAL SITE 


Senator Magnuson. We are to understand, too, for the sake of local 
information, that you have not yet decided upon a site for the proposed 
Washington hospital ? 

Mr. Epear. That has not been decided as of yet. 

Dr. Mippteron. For the record, Senator, may I indicate that when 

ou are comparing structures, the Mt. Alto Veterans’ Administration 
ospital in Washington was a girls’ school, and is one of the most 
inadequate structures of all of our hospitals in the entire system. 

Senator Maenuson. I have one more question. 


FARGO, N. DAK., SITUATION 


Senator Young has proposed that personnel quarters in the VA at 
Fargo—what is the status of that? Would we have to add money, or 
could that be included and done under the $7.5 million ? 

Dr. Mippteton. I will ask Dr. Wolford to answer that question. 

Dr. Woxrorp. Mr. Chairman, the situation at Fargo is that we have 
five permanent quarters, which is the usual amount of quarters we 
have at each of our stations, except for certain hospitals where we 
have none. In addition, we have nine temporary quarters. It is our 
feeling that we have sufficient housekeeping quarters there for the 
present, and certainly more quarters than we have at most of our in- 
stitutions. 

Senator Macnuson. Go ahead, if you have anything else. 

Dr. Worrorp. If we were asked to proceed with additional quarters 
at Fargo, it would require additional funds, because we have no funds 
for quarters in the 1958 fiscal year budget. 

Senator Maenuson. That would have to be additional and Senator 
Young would have to justify his contention, in which he says that 
because of the nature of the quarters you people cannot hold doctors 
there. Is that correct ? 

Dr. Wortrorpv. That may be one of the factors, but there are a num- 
ber of other factors. 

Senator Magnuson. What are they? 

Dr. Wotrorp. The question of salary and location, for instance. 

ae Maenvson. What is the matter with Fargo? I was born 
there. 

Dr. Woxrorp. It is a matter of metropolitan areas. We have diffi- 
culty in staffing at all of our hospitals that are located remotely. 

Senator Magnuson. Senator Young says—you remember we had 
the argument about Minot at one time. He says, “Since we built the 
quarters up there, you are not having the trouble you used to have.” 

Dr. Woxrorp. They have not been built there yet. 

Senator Macnuson. Whatever they have done up there. 

Dr. Wotrorp. It is a question of a little bit more intensive recruit- 
ment, sir. 

Senator Maenuson. Improvements to the place? 

Dr. Wotrorp. No, recruitments. 
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COST OF FARGO PROJECT 


Senator Magnuson. What is the amount that would be necessary 
for the Fargo project? 

Dr. Worrorp. It would depend on the number of quarters he would 
ask for. We have five there now, sir—permanent quarters, and that 
is our national standard. 

Senator Magnuson. You have five sets. This is the construction of 
a@ manager’s quarters and 2 duplex buildings, providing 4 sets of 
additional quarters. 

Dr. Wotrorp. We just built those, sir. 

Senator Maenuson. This is in your letter to us? 

Dr. Wotrorp. That is right. 

Senator Macnuson. What does Senator Young propose? 

Dr. Wotrorp. I think I have a copy of the letter here from the 
manager. 

penator Maenvson. I think he proposed four additional; did he 
not ¢ 

Let us see what he proposes so we can get an estimate on here. 


PROPOSAL RY SENATOR YOUNG 


Senator Young, for the record, suggests that the estimated cost of 
constructing the buildings, with garages, at location A would be 
$238,350, and the total cost for location B—he had 2 locations—would 
be $329,700. That would be three-bedroom duplex (2) ; two-bedroom 
duplex (1), and a small nurses’ home. 

Dr. Worrorp. I think those estimates are fairly close. 

Senator Macnuson. Thank you very much. 

Dr. Mippieron. Mr. Chairman, may I indicate that Senator Young 
is entering into a very interesting and complicated area. Study has 
indicated that five sets of quarters are approximately correct for the 
country at large. This expansion that he is recommending involves 
not only the housekeeping quarters for some five additional numbers, 
but also nursing quarters, which are under study at the present time, 
because we are having difficulty in justifying the maintenance of nurs- 
ing quarters in most of our cities. 

Senator Macnuson. Of course, as I remember the veterans’ hospi- 
tal in Fargo, it is out a little from the town. It used to be north of the 
town, unless Fargo has grown. 

Dr. Minpieton. It has just come to the edge of it. 

Senator Magnuson. You see, it is a nice town: It has grown. Just 
because I left Fargo does not mean we should not keep our doctors. 

If there is nothing further on the construction program—do you 
have anything further ? 

Mr. Encar. No, sir. 

Senator Magnuson. I think we are straight now as to what these 
amounts are. 

Mr. Epncar. The funds in the two programs. 

Senator Maanuson. Senator Potter wanted to be here for the 
research part, so we will take a short recess. I understand he is on 
his way. 

(Short recess taken.) 
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Senator Magnuson. We might as well go ahead, Doctor, with your 
statement; otherwise we will not get through here. 
Dr. Mipptrron. Thank you. 


GENERAL STATEMENT 


Mr. Chairman and gentlemen of the committee, we appreciate the 
opportunity to appear before this committee to discuss the Veterans’ 
Administration medical program. Your interest and support of the 
veterans’ merical care program has been a major contribution in the 
successful accomplishment of our mission of rendering superior medi- 
‘al care to eligible veterans. 

As chief medical director of the Veterans’ Administration, my pri- 
mary concern and interest is to sustain, in a dynamic medical scene, 
a human service for our veteran patients that is on the same plane 
with the best that private medicine affords in any given community. 
The Congress has been most understanding of the budgetary require- 
ments to render this service and for this reason I am certain that this 
committee will give thoughtful consideration to the request for res- 
torations presented by the Administrator for the appropriations 
“Medical administration and miscellaneous operating expenses” and 
“Maintenance and operation of supply depots.” 


EFFECT OF HOUSE CUTS 


The alternatives to this restoration have been a matter of major 
concern since the passage of H. R. 6070 by the House. The practical 
effect of the cuts made by the House in our appropriation requests 
is to reduce drastically the professional and management staff sup- 
porting the administration and the management aspects of the veter- 
ans’ medical care program, to reduce the scope of our planned medical 
research program, and to curtail our efforts to procure supplies and 
equipment by the most economical methods. 

In this latter point, I have reference to the reduction in the appro- 
priation of the “Maintenance and operation of supply depots.” By 
way of statistics the Department of Medicine and Surgery central 
office and area office staffs had declined from an average employment 
of 1,140 to a planned level of 926 included in the fiscal year 1958 
request; a reduction of approximately 19 percent in a 4-year period. 
This, I think, is a valid indication of our interest in operating the 
medical programs economically. The action of the House in failing 
to provide for the increased cost of Government’s 614 percent contri- 
bution to the civil service retirement and the cost of printing and 
reproduction, which was previously budgeted in the “General operat- 
ing expenses” appropriation, will require a further reduction of de- 
partmental staff to an 832 average employment, which is 308 em- 
ployees or approximately a 27 percent reduction since 1954. 


RESTORATION REQUESTED 


After considering the fact that the medical program has expanded 
during this period, I am sure you will agree that the Department of 
Medicine and Surgery departmental staff should be supported at at 
least the same level as in fiscal year 1957 by the restoration of the 
amount requested by the Administrator. 
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CIVIL SERVICE RETIREMENT CONTRIBUTION 


A comparable situation results from the failure to provide for the 
civil service retirement contribution for the research program which 
this committee supported with a $10 million recommendation for 
fiscal year 1957. 

May I say that was a major contribution, sir. 

Senator Magnuson. Do you think I did the right thing in getting 
that in the bill ? 

Dr. Mippteron. You certainly did. 

Senator Maenuson. It has turned out all right? 

Dr. Mippteron. It has been a splendid investment. 

The cost of the civil service retirement is $344,000 for fiscal year 
1958 for research personnel and if this cut is not restored we will 
have to reduce the technical and professional research staff which has 
been recruited over the last year to carry out the research program 
authorized by Congress. 

Senator Magnuson. Doctor, that, of course, is a fixed charge. 
There is nothing you can do about that. 

Dr. Mippieron. That is a fixed charge by law. 

Senator Macnuson. It is fixed by law. If you do not get it in now, 
you just have to come back and get it in, or reduce your staff accord- 
ingly to take care of it. 

Dr. Mippteron. That is right. These two areas are areas I would 
like to have developed by members of the staff later. 

Senator Magnuson. All right. 


REDUCTION IN FUNDS IN MAINTENANCE AND OPERATION OF SUPPLY DEPOTS 


Dr. Mippteron. The reduction of $150,000 from our budget estimate 
for the maintenance and operation of supply depots is doubtful 
economy. The Veterans’ Administration purchases something in the 
neighborhood of $130 million in supplies and equipment each year. 
The supply depots and the central procurement system play a major 
role in assuring that the supplies are procured in the most economical 
manner. Reducing the effectiveness of these depots through a cut in 
the appropriation can only result in a higher cost in the procurement 
of supplies and equipment by other means. That is decentralizing, as 
you see, sir. 

MEDICAL RESEARCH 


Of special interest to this committee, I am sure, is the stewardship 
of the $10 million provided in the fiscal year 1957 appropriation for 
medical research, which was in recognition of the responsibilities of 
the Veterans’ Administration in the care of veterans and in appre- 
ciation of the potentialities for medical research in this segment of the 
American population, This stewardship in the utilization of these 
funds has been made a matter of record to the Members of Congress in 
the report, Medical Research in the Veterans’ Administration. 

You have copies of that. 

Senator Maanuson. Yes. 
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PROGRESS ON RESEARCH PROJECTS 


Dr. Mrppteron. Under the mandates so granted, material progress 
has been made in the areas specified by Public Law 623. 

From more recent 1956 reports it will be gathered that of 5,251 
individual research projects 1,533 have been reketed to problems of 
aging; of which 300 are devoted to cancer and allied diseases, 429 to 
cardiovascular diseases, 573 to pulmonary diseases, and 231 studies of 
other geriatric problems; 1,068 to mental and nervous diseases, 1,995 to 
other general medical, surgical problems. In addition there were 560 
investigations involving the use of radioisotopes, and 95 in dental 
projects. 

We would welcome the opportunity to enlarge upon any details 
of the comprehensive report that is in your hands. Significantly 
attention should be directed toward the expanding cooperative 
studies in evaluating tranquilizing drugs, antihypertensive drugs, 
chemotherapy of cancer, coronary artery disease, cerebral vascular 
disease, fungus diseases of the lungs, resistant staphylococcic infec- 
tion, and sarcoidosis. Such cooperative studies are facilitated by the 
close coordination of the Veterans’ Administration hospital system 
which renders evaluation of the diagnosis and treatment effective 
and economical. It is very interesting because we can call upon 173 
different units to apply their skill to the same task, you see. 

Senator Magnuson. The National Institutes of Health testified 
here—I happen to be a member of that committee on appropriations 
also—that in all of these studies which you have listed here the 
cooperation between their research and things in common has been 
excellent during the past year. 

Dr. Mippteton. Thank you, sir. 

Senator Magnuson. Do you fellows testify to the same thing on 
the other side of the coin? 

Dr. Mippteton. Yes, sir; completely. 

Senator Macnuson. I suppose that in some cases they give you 
projects they want to fit into their approach to the problem. 

Dr. Mippteton. In the chemotherapy of cancer, we have very 
close coordination. 

Senator Magnuson. And some of the other things on which they 
have projects going? 

Dr. Mippteron. Yes, sir. We are coming to that point here, sir. 

Senator Magnuson. All right. 


COORDINATION WITH INTERESTED AGENCIES 


Dr. Mippteron. Furthermore, in such areas as the chemotherapy 
of cancer a careful coordination of effort among the National Can- 
cer Institute, Atomic Energy Commission, American Cancer Society, 
and Damon Runyon Foundation has been effected. 

The tremendous resurgence of research activities and achievement 
has been made possible by the increase in appropriations for fiscal 
year 1957 initiated in this committee. 

A bridgehead has been established by careful planning and ad- 
vance in areas above cited as specific targets for research within 
the Veterans’ Administration system. Consolidation of this posi- 

906995736 
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tion will require continuing support since the problems involved are 
so important and extensive. 

I have with me this morning members of the Department of 
Medicine and Surgery staff and of the Administrator’s staff. We 
hope we have come prepared to answer the questions which you may 
eare to ask. 

Senator Magnuson. We appreciate the statement and this report 
on medical research. 


VA REPORT ON MEDICAL RESEARCH 


Senator Potter, they have submitted a real comprehensive report 
which the veterans committee in the House has had printed, together 
with a detailed report on the various projects. 

For the information of our committee and of the Senate, we will 
place the main report in our record here. 

(The report referred to follows :) 

Marcu 8, 1957. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Dear SENATOR HaypEN: I have the honor to submit herewith a report on 
medical research in the Veterans’ Administration pursuant to the request of the 
Committee on Appropriations of the United States Senate, set forth in its 
report of May 24, 1956 on the independent offices appropriation bill, 1957. The 
committee requested that medical research directed toward the major causes 
of disability and death among veterans be outlined for the Appropriations Com- 
mittees of the Congress. 

Sincerely yours, 
H. V. Hietey, Administrator. 


OFFICE MEMORANDUM 


Marcu 5, 1957. 
To: The Administrator. 
From: Chief Medical Director. 
Subject: Report on Medical Research in the Veterans’ Administration. 

1. The attached report describes medical research activities conducted by 
the Department of Medicine and Survey in heart disease, cancer, mental illness, 
probiems of aging, and other areas. The report also projects future program 
activities that could be undertaken with benefit to the veteran patient and the 
general public. 

2. The compelling force to accelerate medical research within the Veterans’ 
Administration has been tempered only by difficulties in engaging qualified medi- 
eal staff and in achieving the necessary expansion of laboratory space and re- 
lated physical facilities. The pace of developing the research potentialities in 
this Department has been controlled in an effort to utilize prudently the financial 
resources made available. 

3. The reported progress to date, envisioned in the financial authority granted 
by the Congress, is the result of the efforts of our dedicated hospital staffs and 
the active interest and assistance of advisory committees drawn from the medi- 
cal profession at large. 

4. Leadership and direction of the medical research program is provided by 
Dr. John B. Barnwell, Assistant Chief Medical Director for Research and Educa- 
tion. Dr. Martin M. Cummings is directly responsible for the conduct of the 
research program. The education program is under the immediate direction of 
Dr. John C. Nunemaker. 


Wi11aM 8. Mipp.eron, M. D. 
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MEDICAL RESEARCH IN THE VETERANS’ ADMINISTRATION 


A REPORT TO THE CONGRESS OF THE UNITED STATES, PREPARED BY THE DEPARTMENT 
or MEDICINE AND SURGERY OF THE VETERANS’ ADMINISTRATION, MARCH 1, 1957 


FOREWORD 


This report on the medical research activities of the Department of Medicine 
and Surgery, Veterans’ Administration has been prepared for the Committees 
on Appropriations of the Congress of the United States in response to the request, 
dated May 24, 1956, of the Committee on Appropriations of the United States 
Senate. 

The stimuli initiating the activities which are described have arisen, in the 
main, from the problems of caring for veteran-patients. Consequently, the 
accomplishments which are reported are those of the staffs in the Veterans’ 
Adminsitration hospitals. 

The potential for medical research, inherent in the existing hospital system 
of the Veterans’ Administration, affords an unusual opportunity to forward 
American medicine to the public benefit The extent that this potential can be 
realized is dependent, in the main, upon general recognition and support of the 
contribution which can be made by the Veterans’ Administration. 


I. Introduction 


During the past decade a constant effort has been made to develop a medical 
system for eligible veteran-patients which is equivalent to the best that civilian 
medicine has to offer; and based on the principle that the most appropriate 
program is one founded upon the “triad of medicine’—patient care, professional 
education, and research. Each offers a stimulus of its own to the other two. 
When ali three are interrelated in balanced proportion they make possible the 
achievement of a high quality and proficiency of medical care not otherwise 
attainable. 

There are today, in the Department of Medicine and Surgery, resources of 
intellect, ability and imagination which made the agency an important con- 
tributor not only to the health of veterans, but also the advancement of medical 
knowledge for the benefit of the entire country. 

This has come about, in no small measure, as the result of the substantial 
assistance of the medical schools and the efforts of large numbers of the medical 
profession in the United States serving in advisory, counsultant, and training 
capacities. 

The Veterans’ Administration medical system is concerned with all aspects 
of diagnosis and treatment. Consequently, research interest encompases all 
facets of the health problems of the sick, handicapped, or disabled veteran. 
Emphasis has been placed on medical problems of particular concern to the 
veterans as a group, such as tuberculosis, neuropsychiatry, and heart disease. 
In recent years, there has been increased activity in study areas concerned with 
the aging process as well as the evaluation of new drugs used in the treatment 
of disease. The major effort in the research program has been of a clinical 
nature. The basic research that is carried out by our hospitals is concerned 
only with clinical aspects. In 1946, the Veterans’ Administration supported 
approximately 100 research projects. Today, there are nearly 4,000 active 
studies underway within Veterans’ Administration hospitals. From a level of 
approximately 20 publications in 1946, there are now more than 900 contributed 
annually to nationally recognized scientific and medical journals. 

Expansion of the medical-research program has been an orderly process. 
At is inception, some 10 years ago, adequate laboratory and clinical facilities 
for the conduct of research did not exist. Staffs of scientific and technical per- 
sonnel had to be developed, and research laboratories had to be constructed. 
During the first few years, most of the funds available were utilized in support 
of contractual resarch programs. As a result of developing a close association 
with medical schools, many outstanding physicians and dentists were attracted 
to the medical program of the Veterans’ Administration. 
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The Veterans’ Administration has been ably assisted by the Committee on 
Veterans’ Medical Problems of the National Research Council, National Academy 
of Sciences. This organization of scientific men has provided sound advice and 
guidance. It has fostered close cooperation with medical departments in other 
agencies of the Federal Government and witih important non-Federal medical 
research groups. 

In 1947, there was established a Central Advisory Committee on Radioisotopes. 
The committee meets at least once annually to review the program and to 
assist in planning. Its members are available for advice when situations arise 
in the fields of atomic medicine, radioisotope research, and radiological safety 
requiring specialized attention. 

The Advisory Committee on Education was organized in 1952 and has been a 
vital factor in the maintenance of an effective VA-medical school relationship. 
All the members of this committee are or have been deans of schools of medicine. 

In 1955, the Advisory Committee on Research, composed of five outstanding 
leaders of American medicine, was established, This Committee has been 
primarily concerned with the intra-VA medical research program. It often 
meets at VA hospitals, to review research programs locally, and makes recom- 
mendations on the conduct of the research program on the basis of first-hand 
knowledge. 

From its inception, the medical research program of the VA has been largely 

conducted on a decentralized basis. Areas for neded research may be identified 
by any member of the staff of a hospital—not only from the senior members 
but also from interns, residents, and other junior staff members. Their pro- 
posed studies are carefully evaluated by a hospital research committee, and 
later, where there is an affiliated medical school, the studies are screened by 
the deans’ committee which represents the faculty of the affiliated medical 
school. 

In addition, there are cooperative studies coordinated by the Washington 
office of the Department of Medicine and Surgery. Such studies are initiated 
when it is deemed desirable or advantageous to have more than one hospital 
participate in a single research inquiry. The large number of patients under 
treatment within the VA system affords a unique opportunity for the rapid mass 
evaluation of treatment procedures which does not exist elsewhere. Large 
numbers of patients with the same disease may be studied under a common 
protocol, and findings obtained within a relatively short period of time. The 
veteran identity of the patient makes followup studies possible as an adjunct 
to these cooperative ventures, 

The chapters which follow contain a more detailed discussion of the medical 
research potential of the Veterans’ Administration, of the present program, and 
of areas which are projected for the future and to which the available skills 
and financial resources can be applied. 


Il. Resources available to VA 


A proper medical research program must have available certain minimum re- 

sources to permit its optimum development. These resources include: 
1. Patients. 

Staff. 
. Physical facilities (with appropriate geographic distribution). 
. Administrative coordination and integrated record systems. 
. Education and training facilities. 
. Relations with other agencies interested in research. 

The av ailability of these resources to the VA is indicated in the following 
sections : 

1. Patients.—In planning the medical treatment program of the VA, and in 
establishing areas of medical research need and potential, the number and age 
composition of the veteran population is of extreme significance. 
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On June 30, 1956, there were 22,381,000 living veterans who averaged 39 years 
of age distributed according to their most recent period of military service as 
follows: 


TaBLe 1.—Estimated number of living veterans by period of military service 





Thousands of living veterans 


Period of service June 30, 1956 June 30, 1971 


Average | Number | Average 
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1 Includes only veterans with compensable disabilities. 


The numbers of patients in total, their age trend, and the number and pro- 
portion of older patients provide a guide to the values to be gained from programs 
of the Veterans’ Administration. Almost the entire spectrum of adult disease 
requiring hospital care can be found among veteran-patients. These facts have 
enormous significance for the conduct of research in the areas of medical diag- 
nosis and treatment. 

As part of its medical statistical program, the Veterans’ Administration con- 
tinuously defines the diagnostic composition of its hospital patient load both 
in terms of the patients under care at any one time and in terms of the patients 
discharged from its hospitals. To provide a summary description of the re- 
sources of patients in VA hospitals, table 2, page 7 describes the diagnostic com- 
position of patients both in and discharged from VA hospitals. 
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TABLE 2.—Diagnostic composition of VA hospital patient load ' (principle diagnosis 
























only) 
Patients in | Patients dis- 
Diagnostic group ? hospital on charged 
1 day 3 during 1 
year ¢ 

Wehr ccs ibis scctenee went 2 ESA EER BE ie ed Re RAS 114, 876 | 502, 172° 

TON oie occnce ons ii tack Renee Ri Scout sinececn send -causeen Xadsicoatoaaeaaaavne , 13, 132. 25, 380 
Psychiatric: 

a atk he Achdh ate k 3¢ otndl ttibuhd aio ncd tcp aasaedne Ganduscatuoel 61, 200 56, 332 
Psychotic. .....-.-.-.-- viccicrts sami Dele aie i a a es es hae a 56, 952 | 24, 004 
Gunt...... Se aan tas eed diaeiiceahaicer dense digueaciiemtaiahda’ eabubieeeeeie dient 4, 248 32, 328 
ce Micadeimbiilin Sone oes Peabo sie thng need ate 5, 584 | "20, 664 
NI So ne ae oe ei oon ae ae 1, 460 | 5, 368 
Sina an seals aaaee Snehancdiatiin loodweee 4,124 15, 296 
General medical and surgical: one eee |} oF ihe 
EE TEES De Sc cee SRR eT ee Ne Re eee eee eee 34, 960 399, 796 
Infective and parasitic diseases___....._._.._._---_- ldkapiterididiennnivsimeccth 912 9, 372 
Cancers and tumors sk anced 4, 628 36, 300 
Allergic, endocrine system, metabolic, and nutritional diseases... __ _-__| 1, 936 | 19, 656 
Heart diseases___...._____- Lieber sere teeta. cee sccharsvtes cause 4, 348 | 40, 992 
Arteriosclerotic and degenerative ___- Seiten scien Adena ler 2, 628 24, 368 
Hypertensive sedis Rae ere Fines J ; } 1, 060 10, 660 
Ott SS SG LL. UA Ee ee 3 ud: 660 | 5, 964 
Vascular diseases--_........-- aceite haamneihsdtoniaimeeil |. 2,448 | ae "25, 992 
Hypertension _...........--- eEliu sl ahare pees Os 55 ted 02 324 2, 860 
General arteriosclerosis. - bl eee : et iiessonendd apd! 700 | 3, 292 
Other ae a : See ; : --| 1,424 | 19, 840 
Respiratory system, diseases of. e 3 TO sisi ess Jae 2, 64 al’ 34, 036 
Gastro-intestinal diseases sian baie omeasious Kedeb 5, 800 | 76, 680 
Genito urinary system, diseases of eee REE RARER aS IE ta oo 1, 968 27, 296 
Skin and cellular tissue, diseases of V8 IES ie de. Soe tome ; | 1, 448 17, 556 
Arthritis and musculoskeletal diseases_____- Sei Piva $6 ct 3, 320 | 33, 616 
Accidents, poisonings, and violence, n. e. ¢__.- ieptices be 2, 964 29, 812 

All other- 5 aliaietinihiad I ae : 2 Ria 


1In VA hospitals and in non-VA hospitals under VA auspices. 

2 According to the International List of Diseases, Injuries and Causes of Death, 6th revision. 

3 On November 30, 1955. 

4 During calendar year 1955. 

5 Patients are accounted for according to their principle disability which is defined as that condition 
primarily responsible, in the opinion of the treating physician, for a patient’s stay in hospital. 


The table shows that there is a substantial requirement placed on the VA 

system for treatment of— 

(a) psychiatric disabilities 

(b) cancers and tumors 

(c) heart diseases 

(d) vascular diseases 

(e) gastrointestinal diseases, and 

(f) genitourinary diseases 
among others. These diseases represent major health problems not only among 
veterans, but also among the entire population of the United States. 

In the VA, thousands of patients receive care for such diseases and disabili- 
ties in an integrated hospital system. This integration provides the advantages 
of the cooperative approach among hospitals in the search for new diagnostic 
methods and eee in therapy. As a consequence a major contribution 
to the health of the Nation can be made from the knowledge to be gained by 
the further development of research as a concomitant to patient care. 

2. Resource of staff—Making up the VA hospital staff, in addition to the 
administrative, engineering, supply, and related personnel, are 4,600 full-time 
physicans, almost 800 dentists, and about 15,000 nurses whose services are sup- 
plemented by more than 1,000 paramedical personnel in the professional and 
technical categories (psychologists, laboratory techniicans, etc.). In addition, 
approximately 6,000 consultant and attending physicians, who are outstanding 
men in American medicine, regularly serve with and advise this staff. 
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Many VA full-time physicians have become members of professional specialty 
boards. This is only one indicator of the general interest throughout the 
medical program in professional improvement. It should be recognized that 
boards exist only in the clinical areas and consequently are not available to 
personnel working in strictly scientific areas such as pharmacology, physiology, 
chemistry, and physics. 





TABLE 3.—Full-time staff physicians by medical specialty board, Sept. 30, 1956 
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Surgery and its subspecialties__......__._- 

Macicmne and 168 SUIDEOCIRIIIES...... «<0 ncnn nawancnccteacessen-s-~- Selec 1, 685 467 
Psychiatry and neurology - -------- abt SC dnceten Ske ebbaenataneeel 989 390 
BMatiology Ghd velated ecienews...- - i oie eh easesct in cnwdad 233 174 
Physica] medicine and rehabilitation ---..._......--..-.-.------------------ 176 58 
I scan nccagnmmbndihapiddagtaicinankiakeectete dita wae arene 193 136 
ME i «G Un ca eeeets: Sidsn sgn aber naeeeaeee side db sobs ealeeeeebuedie 449 171 


1 Membership in an American specialty board which is generally associated with specialty assignment. 


3. Resource of physical facilities and geography.—The VA has 173 hospitals 
with an operating capacity of 121,000 beds. In addition, there are 17 domiciles 
with about 18,000 beds. 

The equipment in their laboratories and wards is generally excellent. How- 
ever, in regard to medical research requirements, there are some deficiencies 
concerning space and other facilities such as laboratories and animal quarters. 

The VA field stations at which the programs of medical care and research 
will be provided span the entire country, and include a hospital in Puerto Rico. 
This wide dispersion of physical plant originally planned to provide facilities 
in reasonable proximity to centers of veteran population makes it possible also to 
take into account differences in environmental and geographic factors which may 
influence the emergence and course of disease. 

4. Resource of administrative coordination and integrated record systems.— 
The fact that 173 VA hospitals are under the jurisdiction of the Department of 
Medicine and Surgery of the VA makes it administratively possible to coordinate 
large-scale research projects on an effective basis. This coordination results in 
integrated systems of reporting and the maintenance of uniform records which 
are necessary in order to achieve valid interhospital study comparisons and an 
effective consolidation of study results. 

Further, the entire record resources of the VA in terms of the knowledge of its 
constituent Departments of Veterans’ Benefits, Insurance, and Medicine and 
Surgery can be pooled when indicated. The schematic diagram shown on page 
11 indicates the extent to which the medical research program can draw upon 
and contribute to the various VA programs and departments. The veteran has 
many avenues to the VA through the various programs which it administers, and 
the valuable medical and related observations in the records of these programs 
are available to the research program at all times. 

For example, the records of the Department of Veterans’ Benefits provide, with 
remarkable adequacy, information concerning mortality or survival among 
veterans. 

These same records also provide a continuous reference to the history of all 
medical care received by a veteran through the VA. 

5. Resource of education and training facilities—Medical research is most 
effectively conducted in a patient-care environment where there is a desire to 
learn and appropriate education and training facilities are available. The VA 
conducts a continuous education and training program in its hospitals in order to 
insure the progressive quality of its medical system. Through the consultant 
program, thousands of the Nation’s leading physicians and medical specialists 
visit the VA hospitals to assist, advise, and teach the full-time staff. 

More than 2,500 residents are being trained in the VA hospital system. The 
residency program is conducted in close collaboration with the Nation’s mediéal 
schools. 
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Medical research in the VA seeks to establish new or improved methods of 
diagnosis and treatment. Results are observed in terms of improvement, sur- 
vival, rehabilitation, and mortality. 

Results are or may be observed in and are recorded in the records of the 
hospital program, outpatient program, domiciliary program, insurance program, 
compensation and pension program, vocational training program, lean guaranty 
program, which are under the jurisdiction of Department of Medicine and Sur 
gery, Department of Insurance, Department of Veterans’ Benefits. 

The results of research become a primary tool in the education and training 
experience. The VA investigator frequently becomes an important teacher in 
the hospital and its community. His reports in the medical literature and at 
scientific meetings disseminate information to the medical profession at large. 

The needs of the VA medical program and the potential of its research and 
education activities in contributing to the health of the Nation are such that 
the policy has been established to train selected physicians and dentists whose 
primary responsibility is medical research. In line with this the VA has estab- 
lished a clinical investigator program. The clinical investigators will be trained 
in research method and will subsequently investigate problems of particular 
importance to the care of veteran patients in fields basic to neurology and psy- 
chiatry, cardiovascular disease, cancer, degenerative diseases, and problems 
involving the aging process. 

Any physician or dentist who has completed at least the formal residency 
training period required prior to American specialty board certification and who 
because of special interest and aptitude wishes to do full-time research is 
eligible to apply for appointment as a VA clinical investigator. The qualifica- 
tions of the nominees will be centrally evaluated by a special committee of out- 
standing educators and investigators who will make the final selections for 
appointment. The clinical investigator, as a full-time member of the VA hospital 
staff, will spend at least three-fourths of his time in research. The remainder 
of his time will be devoted to clinical activities related to the medical care and 
treatment of veteran patients. 

6. Resource of relations with other agencies.—In the development of its medi- 
cal research program, the VA has established close and mutually advantageous 
working relationships with other public and private agencies. The Department 
of Medicine and Surgery has benefited from its affiliations with the Nation’s 
leading medical schools, and, in turn, has assisted the university investigators 
by making it possible for them to observe patients and to participate in the solu- 
tion of medical problems on the ward and in the laboratory. This integration 
makes for a more productive and economical medical research program. 

The medical research program has access to and depends heavily upon advice 
and guidance from the deans’ committees of 73 medical schools and the VA 
Advisory Committee on Research. It also benefits from the advice of the Com- 
mittee on Veterans’ Medical Problems of the National Research Council. This 
committee is engaged in a series of long-range followup studies of selected serv- 
ice-connected disabilities and “problems” having important medical and economic 
significance for the VA and the Armed Forces. Studies undertaken to date 
cover a wide rangeof complex medical subjects encountered in, or closely related 
to, the problems of veterans. Included among these studies are a followup 
study of World War II prisoners, a study of tuberculosis in the Army of the 
United States in World War II, and a followup study of war neuroses. 

Further assistance to the VA medical research program is provided by the 
Bio-Sciences Information Exchange of the Smithsonian Institution. The Ex- 
change is a clearinghouse for information on research activities being conducted 
in medical and allied health fields by governmental and nongovernmental agen- 
cies. Responsible investigators within the medical research program contribute 
summaries of their activities to the Exchange and, on request, receive infor- 
mation and summaries of pertinent investigative work. 

Throngh its radioisotope research laboratories VA has been working closely 
with the Federal Civil Defense Administration in the training of monitors for 
radiological defense. 

The VA works closely with other Federal agencies in the development of 
atomic medicine. Recent developments in atomic weapons and fallout problems 
have made additional work imperative. The Department of Medicine and 
Surgery also has participated with the Oak Ridge Institute of Nuclear Studies 
in the .planning and work of the Thyroid Uptake Calibration Committee to 
standardize radioisotope techniques for evaluation of thyroid function. 
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A specific example of cooperation with other agencies, and one which illus- 
trates the values inherent in the record system of VA, is the study of possible 
association between smoking and bronchogenic carcinoma being conducted by 
the National Institutes of Health. The roster of persons for study was supplied 
by VA from the rolls of the Department of Insurance. The record of death with 
information concerning the cause of death is being provided by the Department 
of Veterans’ Benefits which receives copies of death certificates when depend- 
ents of veterans apply for certain death benefits. 


III. Cooperative studies 


The VA is in a unique position to use the mechanism of cooperative study. 
Within the VA medical system it is possible to obtain cooperation and collabora- 
tion on the part of many hospitals to a degree which is difficult to attain in a 
less well-knit system or among independent institutions. A series of coopera- 
tive VA studies of important medical problems has already been begun and 
carried on successfully. Examples of such studies are as follows: 

1. Chemotherapy of tuberculosis and other pulmonary diseases.—Study in this 
area has been under way since 1946, to evaluate the effectiveness of drugs in 
the treatment of tuberculosis. At that time, streptomycin, a drug specific for 
tuberculosis, became available. At present, 54 VA hospitals and 4 military hos- 
pitals are collaborating in the clinical evaluation of treatment measures. The 
clinical reports of this work, which are being distributed to 35 foreign countries 
upon request, have received worldwide acceptance by the medical profession. 

This cooperative project was the first thoreugh large-scale effort in American 
medicine to study with precision the effects of the variables of treatment of a 
medical entity. 

Exactly comparable groups of patients are treated with different combinations 
of drugs, each of which is equally promising, so that by suitable statistical tech- 
niques the superiority of one or another combination can be inferred with pre- 
eision, even though the differences may be relatively slight. Initial measure- 
ment of results is accomplished by close observation and examinations of pa- 
tients during treatment. In the past 10 years, some 20,000 different tuberculous 
patients, treated in the cooperating hospitals, have been included in this study. 

The cooperative study of the chemotherapy of tuberculosis is being extended 
to determine the possible effects of the widely used tranquilizing drugs on 
tuberculous patients who are also psychotic. These patients require such an 
extended period of hospitalization that their reaction to the prophylactic effect 
of antituberculous drugs may be adequately observed. Hight VA hospitals with 
tuberculous psychotie patients have volunteered to study this area. 

The climax of each year of operations of the cooperative study consists of an 
annual chemotherapy conference, which has become the center of interest of many 
individuals who work with tuberculosis and pulmonary diseases. At this con- 
ference, the accomplishments of the past year are reviewed, and plans for the 
future are made. 

With the increasing success and effectiveness of its efforts in the field of 
tuberculosis chemotherapy, the mission of the original cooperating groups has 
been extended to include the establishment of other cooperative studies in the 
broader field of pulmonary diseases. 

Coccidioidomycosis, a fungus disease predominant in the Southwest strikingly 
resembles tuberculosis in many ways. Hospitals in that geographic area now 
are collaborating in a common study to attack this disease. Histoplasmosis, 
another fungus disease which also has some resemblance to tuberculosis, is 
under study in eight VA hospitals. This disease was thought, a few years ago, 
to be limited to midwestern areas of the United States. Recently, it has been 
established that it occurs in almost all parts of the country, but has been over- 
looked because it is an imitator of myriads of other diseases of the lung, as well 
as of the skin, bone, and other parts of the body. One of its frightening aspeets 
is its imitation of eancer. 

Hospitals of the VA have, largely as the outcome of such studies, consistently 
improved the results of their treatment of tuberculosis, greatly reduced fatality 
from the disease, and shortened the average duration of hospitalization required 
to obtain maximum hospital benefit. This research has, to a considerable extent, 
been a most important factor in reducing the requirements for beds for the eare 
of tuberculous patients in VA hospitals. 

2. Coonerative study of pulmonary function testing.—This study has been 
underway in 11 VA hospitals since 1954. The knowledge which has been obtained 
serves to (a) establish methods to determine the natural history and course 
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of chronic pulmonary disease; (b) provide standard values of pulmonary func- 
tion for persons of all age groups, but particularly for the older individual; (¢) 
determine the prognostic value of preoperative pulmonary function studies; and 
{d) provide a basis to measure the long-term effects of pulmonary surgery and 
the relative success of various preventive and therapeutic measures, 

In this area again it is being demonstrated that a cooperative clinical study 
can be carried out on a large scale uniquely in VA hospitals. Within a relatively 
short time, the study of pulmonary function testing will yield reliable informa- 
tion which would otherwise require many years to obtain. 

There are many pulmonary diseases of all types in the veteran-patients at this 
time, and their importance will increase as veterans grow older. Many patients 
will benefit from the knowledge derived from this research. 

Certain of the participating hospitals, besides following the common protocol, 
are embarked upon separate pilot studies. The results of these can significantly 
influence the conduct of the overall research. One study has been designed to 
evaluate the characteristics of the instruments which are now widely used to 
measure pulmonary function. The results may well demonstrate the necessity 
of a fundamental change in one or more methods of testing. 

The cooperative study thus far has provided an encouraging answer to the 
question of comparability of data from different laboratories and has shown 
itself to be of value as a stern test of the precision with which laboratory re- 
sults have been obtained. 

3. Cooperative study to evaluate newer anti-hypertensive drugs.—During the 
past few years, there has been an awakened interest in the chemotherapy of 
hypertension coincident with the development of new agents known to benefit 
hypertensive patients to some degree. Study is necessary to establish the 
optimal circumstances of use for these new agents. 

While medical opinion is divided as to whether hypertension itself is responsi- 
ble for complications which produce disability or death, the development of 
agents for reducing and controlling the level of blood pressure is an advance 
of considerable importance. 

The complications associated with hypertension occur primarily in the heart, 
the brain, and the kidneys. In the heart, they may lead to enlargement of the 
chambers with eventual failure of efficient pumping action or there may be a 
premature deposition of cholesterol in the coronary arteries, producing anginal 
or heart attacks. In the brain, the complications of blood vessel thrombosis or 
hemorrhage produce strokes. In the kindneys, there may be a progressive nar- 
rowing and obliteration of the small blood vessels leading to kidney failure 
and uremia. As often happens when a variety of new treatments appear almost 
Simultaneously, there is a period during which conflicting reports appear based 
on the work of different clinical investigators. This applies today in regard 
to antihypertensive agents. Many of the reports which have been released are 
based on studies of insufficient numbers of patients, poor study control pro- 
cedures, and inadequate follow-up examinations. 

In order to overcome these difficulties, the VA has set up a cooperative study 
involving the combined facilities of eight of its hospitals. The plans for con- 
ducting this study have been worked out carefully in advance with leading au- 
thorities in the field. The pharmaceutical industry has cooperated in preparing 
special formulations of the various antihypertensive drugs and of placebos so 
that they may be administered under controlled conditions. 

When hypertensive patients are admitted to a cooperating hospital they will 
be divided into three main groups based on the severity of their illness and 
treatment will vary accordingly. 

‘During the course of the study a central unit will be responsible for statistical 
analysis of the effectiveness of the various factors in reducing blood pressure, 
in alleviating disease symptoms, and preventing organic complications. 

This study has certain advantages over those previously performed in this 
field: (1) a numerically significant number of patients will be studied under 
the same treatment program in different parts of the country; (2) precautions 
have been taken to eliminate personal bias and subjective impression on the 
part of physicians conducting the study; (3) comparisons of a variety of the 
most widely used antihypertensive agents will be made in essentially identical 
patients so that valid conclusions can be drawn on the superiority of one 
treatment regiment versus another; and (4) the validity of the belief that 
reduction of blood pressure retards or eliminates the progress of organic com- 
plications in hypertension may be determined. 
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4. Oooperative study of coronary artery disease (myocardial infarction) .— 
Disability and death from myocardial infarction is one of the major medical 
problems. A very large number of patients with this disease are treated in VA 
hospitals. It is, therefore, pertinent to evaluate the problems presented by these 
patients and to design a study of methods which offer hope of lowering the in- 
cidence of and fatality from this disease. 

A retrospective study based on an analysis of the hospital records of patients 
who were discharged from VA hospitals in 1950 and 1951 with a diagnosis of 
myocardial infarction has already begun. Currently cooperating in this study 
are investigators from the VA Hospital, Little Rock, and the associated Medical 
School at the University of Arkansas. 

A careful analysis of the clinical data is being made. Particular emphasis 
is being placed on those factors which have influenced the results of treatment. 
The survival rates of these patients at the end of the 5 to 6-year period since 
their discharge from the hospital will be determined. A group will be carefully 
examined to learn their physical status after this period of time. 

This study will provide data on the basis of which a prospective study of 
therapy in coronary disease can be planned. The initial cooperating group will 
be enlarged to include representatives from 10 to 20 VA hospitals. The study 
will be directed primarily toward the evaluation of which types of heart disease 
are most greatly benefited and the length of time anticoagulants should be used. 
The role of nutrition and special diets in prevention and treatment of coronary 
arteriosclerosis will be included. 

5. Cooperation study of chemotherapy of cancer.—The VA has been collabo- 
rating with the National Cancer Institute, Atomic Energy Commission, Food 
and Drug Administration, and the Damon Runyon Memorial Fund for Cancer 
Research in a national program of chemotherapy of cancer. 

Currently the VA is participating in three cooperative cancer chemotherapy 
studies. In the first, 11 eastern VA hospitals, using 4 anti-cancer chemical 
compounds, are pursuing a study of cancer of the lung, lymphomas including 
Hodgkin's disease, melanoma, and acute leukemia in adults. The value of the 
treatment of these types of cancer with the drugs selected will be determined. 

In another investigation, five western VA hospitals are collaborating in a 
combined medical school-VA program of chemotherapy of multiple myeloma, 
lymphomas, and leukemias. In this study, the participating VA hospitals will 
contribute a significant percentage of the patients in each diagnostic category. 
It is expected that important contributions to the treatment of cancer will 
result. 

In a third study, VA hospitals have been working with a group of university 
hospitals in the Southwest, in developing a protocol for a study of chemotherapy 
of certain cancers. In this study, the VA hospitals will function as separate 
units collaborating with non-VA hospitals. Two additional VA studies will be 
undertaken. A group of VA hospitals will organize a cooperative study of the 
treatment of cancer of the lung with steroids. In addition a study of chemo- 
therapeutic compounds in the treatment of patients who have undergone radia- 
tion therapy and/or surgery for removal of cancers of the lung, stomach, colon, 
and rectum is being planned. Its objective is to determine whether the results 
of radiation and/or surgical treatment of cancers mentioned above will be 
improved by the parallel use of chemocherapeutic drugs. 

6. Cooperative study for the evaluation of therapies for esophageal varices.— 
Chronic liver disease occasionally causes a dilation of the blood vessels along 
the esophagus. These may at any time become distended to the point of rupture 
and subsequent hemorrhage. The occurrence of this condition in individual 
hospitals is very rare, so rare that methods of treatment could not be compared 
for effectiveness. In the VA hospital system, however, this rare entity is seen 
by the hundreds in the course of each year, illustrating again the opportunity 
provided by cooperative research methods to contribute to the study of condi- 
tions of relatively low incidence. A protocol has been developed on which an 
initial six VA hospitals have begun a comparison of medical methods with 
surgical procedures in the treatment of this condition. 

7. Cooperative study of resistant staphylococcal infections.—Since the advent 
of extensive antibiotic therapy, an increasing number of organisms has been 
becoming resistant to these drugs. Among the most resistant are those which 
infect surgical or traumatic wounds. Because of the seriousness of this prob- 
lem in all hospitals, a planning group has been organized to develop an attack 
on it from surgical, medical and laboratory angles. Eight VA hospitals are 








570 INDEPENDENT OFFICES APPROPRIATIONS, 1958 





represented in this study. Among the consultants are outstanding men from 
the Canadian Department of Veterans Affairs. 

8. Cooperative study of cause, prevention, and treatment of sarcoidosis.— 
This diseace of unknown cause will be studied cooperatively in five VA hospitals 
eentered in endemic areas. 


IV. Research program on problems of aging 


Current and prospective examination of the VA hospital inpatient load indi- 
eates that the Veterans’ Administration has a serious responsibility, as well as 
an unparalleled opportunity to conduct medical research in the problems of 
aging. The translation of the constant aging of eligible veterans into their 
medical-care requirements indicates that the VA will face the medical problems 
of aging and, particularly, that part of the overall problem which represents 
hospital care to an extent not matched by any other public or nonpublic medical- 
eare agency in the country. 

The study of problems of the aging is the newest research program in the VA, 
and most of the effort devoted to this program to date has been concerned with 
identifying and determining the medical problems which should be studied. To 
assist in this process, an Advisory Committee on the Problems of Aging has been 
established. It has provided guidance to the VA in regard to research areas to 
be covered in VA hospitals and at certain domiciles where a stable elderly 
patient population exists. 

As may be seen in chart 1, 35 percent of all veterans today are 40 years of age 
or older, but within 15 years, this percent will more than double. 

As a forerunner of the probable age composition of the hospital patient load 
in the future, the past trends are of interest. These are shown in chart 2. 
Since 1937, the VA patient load has increased from about 50,000 to almost 
115,000. The group of older veteran-patients has increased tenfold during the 
same period from 5,000, aged 55 or older in 1937, to 50,000, 18 years later. 

Within the VA emphasis is being placed on research based on the diagnostic 
composition of the patient load. In the past 10 years, there has been a signifi- 
cant increase in the number of veterans with cancer, diseases of the cardiovas- 
cular, musculoskeletal, and gastrointestinal systems and diseases of the genito- 
urinary system. The increasing age of veterans is the most important single 
factor accounting for the increase in the number of patients and these con- 
ditions. 

Tables 4 and 5 show, in percentage terms, the age distribution of the patients 
discharged from hospital during 1955. The relative percentages shown for each 
diagnostic age group will tend to remain stable in the future but numerically 
the importance of the major diagnostic types within the older age groups will 
increase as the veteran population ages. 

The diagnostic composition of the patient groups of various ages indicates 
again an important resource within the VA for the study of the problems of 
aging and the specific disabilities associated with the aging process. 
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CHART 1 
AGE DISTRIBUTION OF LIVING VETERANS 


Living Veterans in Thousands 


Total Under 40 940-54 55_and over 
22 ,316 14,494 4 398 3,428 
20 ,O47 2,345 12,312 5,390 
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For example, of the 26,700 discharges from hospitals following treatment of 
cancers approximately 7,100 were over 65 years of age; 11,500 were between 
55 and 64; 2,600 were 45 to 54; and 5,500 were under age 45. Important also 
are the increasing proportions of other general medical and surgical conditions 
represented as patient age increases. 

Diseases of an aging population are primarily those of a chronic nature and 
usually require long-term hospitalization. The chronic nature of the diagnostic 
groups within VA hospitals is reflected in some measure by the fact that almost 
one-half of the hospitalized patients have already had treatment for more than 
1 year and almost one-third of all patients in VA hospitals have been hospitalized 
for more than 5 years. 

Consequently, emphasis will be given to research studies whose ultimate 
goals will be to reduce both the need for older persons to enter hospitals and 
the length of time required for their hospitalization. The goal of research 
into the medical problems of aging is the finding of ways and means to retard 
physical and mental deterioration and to develop effective rehabilitation pro- 
cedures for application whenever deterioration has occurred. At the present 
time the capacity of our population, whether veteran or nonveteran, to enjoy 
a useful and long life is not being realized to its fullest extent. Research into 
the problems of aging should result in substantial improvement in the extent 
to which this capacity can be used. 
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TABLE 4.—Age composition of Veterans’ Administration patients discharged from 
Veterans’ Administration and non-Veterans’ Administration hospitals, calendar 
year 19565 } 





Diagnostic group ? 


| Age in 1955 
| 


—— tle eine heating 
| Under 45 45 to 54 55 to 64 | 65 and older 


Total number, all patients........--..-...-.-.. 262, 200 49, 252 
| 


PERCENT OF TOTAL PATIENTS WITHIN EACH AGE GROUP 





Total_-_-- 








Tuberculous . 

Psychiatric: 
Psychotic --_- 
i 

Neurological - - -. 





Vascular lesions. --..- 
Other__ 








General medical ana surgical ---_- 





1 Figures shown are estimates based on tabulations of a 25 percent systematic sample of records for patients 
discharged during the year. 

2 According to the International Statistical Classification of Diseases, Injuries and Causes of Death, 6th 
revision. 


Age composition of Veterans’ Administration general medical and surgical patients 
discharged from Veterans’ Administration and non-Veterans’ Administration 
hospitals,! calendar year 1955 


Diagnostie group 2 as ahaa — = 


Under 45 45 to 54 55 to 64 65 and older 


| Age in 1955 
| 
| 
| 


Total, general medical and surgical_..__--| 100. 100. o | _100, 0 100. 0 
Infective and parasitic diseases. __.............- 3.3 | “1.8 | 1.6 | 
Cancer and tumors oi SN ae ec nessa ¥ 8.3 11.8 
Allergic, endocrine system, metabolic and 
nutritional diseases 
Heart diseases. -- ties 


Sgn 
ada 

oon 
o~ 


|} co | o 
~ 


| 
| 
| 
| 
| 
| 


Arteriosclerotic and degenerative 
Hypertensive 
Other~- 


I 


sri] mero 


bo 
o || = as 
oo || nome 


Vascular diseases__- 


Hypertension 
General arteriosclerosis. 





Respiratory system _-_. see posbenn 
pane system oe ee cil 21. 

Genitourinary system ath anaiadiaa 6. 
Diseases of skin and cellular tissue Rasiaaeee 5. 
Arthritis and musculoskeletal diseases ase 9. 
Accidents, poisonings, and violence, not else- 

where classified... - ne 10. 
All other___-- ed waits 5 14. 


bo 0 || 


2 





on Cer 


w~ 





1 Figures shown are estimates based on tabulations of a 25-percent systematic sample of records for 
patients discharged during the year. 

2 According to the International Statistical Classification of Diseases, Injuries and Causes of Death, 6th 
revision. 
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V. Research in psychiatry 


In the last 10 years, the neuropsychiatric research program of the Veterans’ 
Administration has evolved from 1 laboratory with 1 investigator to 22 neu- 
ropsychiatric research laboratories. In addition, many investigators in special- 
ties allie’ to psychiatry (such as psychology, biochemistry, pharmacology, 
sociology, and anthropology) are working together in 41 predominantly neu- 
ropsychiatri¢ hospitals. 

The care of the psychiatric patient is the largest single clinical problem fac- 
ing the Veterans’ Administration because of the large numbers of patients in- 
volved and the difficulty of providing effective treatment with any of the known 
therapies. However, a new opportunity has resulted from the effects of the 
newer psychopharmacological agents, such as the tranquilizing and psychosis- 
producing drugs, which are helping to develop an understanding of some of the 
neurochemistry and neuropharmacology involved in mental disorders. Re 
search, then, in psychiatry in the Veterans’ Administration will first include 
study of the response of patients to these agents. 

To understand and treat patients with mental illness eflectively, the answers to 
the following questions must be obtained: Why do persons become ill? Why do 
patients leave or stay in the hospital? Why do they return to the hospital? In 
short, how can admissions be decreased and discharges increased? Such ques- 
tions entail exploring the patient’s physiology, his mental status, and his re 
lationship to other individuals. 

To seek for the answers to these questions the cooperative study has an im- 
portant place in psychiatric research. A lobotomy research project is now com- 
pleting a 5-year study of psychosurgery and its effects. Much has been learned 
about the psychological changes occuring with such operations. A 5-year psy- 
chiatric evaluation project was initiated in 1956. It was designed to evaluate 
the progress, care, and treatment of patients, and to seek answers to types of 
questions described above, in a selected group of cooperating hospitals, chosen 
because of different construction, staffing patterns, and other variations. Some 
of the answers concerning the most efficient and yet most economical treatment 
program may come out of such a pioneer effort. 

A group of mental hygiene clinics are cooperating to study the value of 
psychotheraphy for the neurotic and ambulatory psychotic patient. How to 
select the patient most likely to stay in therapy and how to choose the most 
effective form of psychotherapy for a particular patient are some of the prac- 
tical problems now being considered. 

A cooperative study of chemotherapy in psychiatry is underway. It is de- 
signed to explore the values of the many tranquilizing drugs to determine, if 
possible those which are most effective and yet least toxic. Thirty Veterans’ 
Administration hospitals have agreed to a standardized procedure of patient se- 
lection, type of drugs to be used, duration of treatment, and a series of rating 
instruments. Interest has been expressed by other organizations in this project 
and because of its significance, the Veterans’ Administration has worked closely 
with such organizations as the National Institute of Mental Health and the 
National Research Council in developing the overall research design. 


VI. Research in neurology 


The VA cooperative study of isoniazid in the treatment of multiple sclerosis 
finally fixed the ineffectiveness of this medication. Multiple sclerosis is one of 
the most common organic diseases of the central nervous system in the United 
States. Its etiology is unknown, and there is no specific therapy currently 
available. In the absence of specific information on its etiology, investigation 
along epidemiological lines offers some promise of uncovering clues for further 
work on etiology. The few investigations of this type have been hampered by 
the difficulties of studying a sufficient number of patients. 

Thus far, the chief yield of the epidemiological approach is the strong sug- 
gestion that the disease is very rare in tropical and subtropical areas, with the 
bulk of the cases occurring in temperate and northern climates. A recent report 
suggests that there is no significant selectivity by race, national origin, or social 
and economic status, in regions of high prevalence. 

Since etiology remains unknown, doubts may be entertained as to the existence 
of a single disease entity corresponding to the present clinical concepts of the 
syndrome. Certainly, what seems legitimately called multiple sclerosis appears 
to have a quite variable course and outcome, so much so that there is need for 
more careful studies on the natural history of the disorder once it occurs. This 

90699—57——-37 
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will be done in collaboration with the National Research Council and the United 
States Public Health Service. 

The veteran population now consists of about one-eighth of the United States 
population, and from 1942 to date there have occurred 2,000 cases of apparent 
multiple sclerosis among men in the Armed Forces, and even more among vet- 
erans. No large segment of the United States population is so precisely speci- 
fied for controlled epidemiological studies. Prior to entry, men are at least 
roughly screened, so that cases appearing during military service are very 
largely at, or close to, the point of onset of the disease. During military service, 
men are subject to extensive geographical mixing and to new and varied forms 
of stress and exposure, much of which is routinely and extensively recorded in 
a uniform pattern. During military service any diagnosed case of multiple 
sclerosis is reported and the record of diagnosis and treatment is thereafter 
available. Since the probability of hospitalization in the VA system is h'gh for 
any serious disease a large proportion of the veterans who have multiple scle- 
rosis are available for study. Very few deaths among veterans escape recording 
by the VA. In short, the veteran population provides a unique resource for con- 
trolled enidemiological study and for studies on progression of disease. 

VA neurologists are also cooperating in a study of cerebral vascular disorders 
(particularly strokes due to hemorrhage or thrombosis) in an attempt to stand- 
ardize diagnosis and evaluate therapies such as anticoagulants and diet. In 
this long-term program, plans are being made for an initial class fication of 
cerebral vascular disorders followed by a study of the tendency for the condition 
to improve or recur. The course of improvement will then be investigated to 
determine how aftereffects and recurrences may be eliminated. The problems 
of aphasia, epilepsy, and certain familiar neurological disorders are also being 
investigated. 


VII. Medical research laboratories and other research projects 


1. Laboratories——The VA operates 110 general medical research laboratories, 
49 radioisotope laboratories, and 12 special research laboratories. Their loca- 
tions in 40 States, the District of Columbia, and Puerto Rico are shown in table 6, 
beginning on page 32. 

2. Special laboratories.—The 12 special laboratories became necessary because 
there were specific problems confronting the VA as a whole which required 
application of personnel resources and equipment beyond the capacity of the 
regular VA hospital laboratories. Since 1952 special laboratories have been 
developed as follows: 


Cancer: 
VA Hospital, Bronx, N. Y.: Studies on cause of cancer and leukemia. 
Mental illness: 
VA Hospital, Leech Farm Road, Pittsburgh, Pa.: Neuropharmacology, with 
special reference to tranquilizer drugs. 
VA Hospital, Boston, Mass.: Cause and treatment of epilepsy. 
VA Hospital, Perry Point, Md.: Prefrontal lobotomy and drug treatment of 
schizophrenia. 
Veterans’ Benefits Office, Washington, D. C.: Psychotherapy studies. 
Tuberculosis : 
VA Hospital, Atlanta, Ga.: Studies of metabolism of tubercle bacilli. 
VA Hospital, Long Beach, Calif.: Diagnostic methods evaluation. 
VA Hospital, West Haven, Conn.: Evaluation of new drugs for treatment of 
tuberculosis. 
Dentistry : 
VA Hospital, Bay Pines, Fla.: Development of new prostheses. 
VA Hospital, Coral Gables, Fla.: Growth and development of dental struc- 
tures. 
VA Hospital, Brooklyn, N. Y.: Biochemical and physiological studies of oral 
and dental lesions. 
VA Hospital, Long Beach, Calif.: Comparative effectiveness of filling mate- 
rials in maintaining the health of dental pulp. 
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3. Projects—In addition to the cooperative research projects previously de- 
scribed, there has been detailed study in individual VA hospitals. Certain of 
the more significant studies are as follows: 

VA hospital and project: 

Downey, Ill.: The cause and nature of arteriosclerosis. 

Houston, Tex.: Research in cancer chemotherapy and study of metabolic 
diseases. 

Baltimore, Md.: The influence of ultraviolet light on the transmission of 
contagious diseases. 

Nashville, Tenn.: The development of a simple, practical, and inexpensive 
apparatus to act as both heart and lung for patients during cardiac 
surgery. 

Bronx, N. Y.: The cause of cancer and leukemia. 

Pittsburgh, Pa.: The study of the pharmacology and the physiologic action 
of drugs used for the treatment of nervous and mental diseases. 

Long Beach, Calif.: Studies of the cerebral sites of origin and the physiol- 
ogy of epilepsy and related nervous disorders. 

Cleveland, Ohio: The isolation and identification of factors which produce 

hypertension. 


TABLE 6.—General medical research and special research laboratories in VA hospitals 


{GM&S= General Medical and Surgical, RAI= Radioisotope, TBC= Tuberculosis, N P= Neuropsychiatry] 














Hospital and State Type activity || Hospital and State Type activity 





























































Alabama: Birmingham GM&s and RAI lowa: 

Arizona Des Moines .-| GM&S. 
Tvecson --| TEC Iowa City... .-| GM&S and 
Whipple TBC RAI, 

Arkansas: Kansas: 

Little Rock GM&S and RAI EE hee 55 is nigh cas aan NP. 
North Little Rock NP. Wadsworth. - ....-.. @GM&S. 

California: Wichita. ‘ ..---.| GM&S. 

Fresno_. GM&sS and Kentucky: } 
RAT. Lexington _- ~stawel Lena 
Livermore TBC. Raat. 3-54. as GM&sS and 
Long Beach GM&4S and RAI, 
RAT. Louisiana: 
Los Angeles GM&S and Alexandria ic 3Sce See 
RAI. New Orleans ...---| GM&S and 
Oakland ate ...-| GM&S8. | RAI, 
Palo Alto Nw Maryland: 
San Fernand TBC. 1| Baltimore .-| TBC and RAT. 
San Francisco GM&S and | Fort Howard ___- ...-.-| GM&S and 
RAI. RAI. 
Sepulveda__.. ...--| NP and RAI. Perry Point- snoseel ee 

Colorado || Maine: Togus...................| GM&S. 

Denver a ets GM&S and || Massachusetts: 
RAI. eines. 2s. 
Grand Junction. ...-... GM&S | Boston _. Jeeneeannce} GMG&S and 

Connecticut: | RAI. 
Newington_ __- ..| GM&S8. Brockton NP. 

West Haven GM@&€S and | Northampton NP. 
RAI. | Rutland Heights-. ¥e TBC. 

District of Columbia: Washing- | GM&S and | West Roxbury -. : | GM&S. 

ton (Mount Alto). RAL. || Michigan: | 

Florida: 1] Ann Arbor__-_- ast GM&S and 
Bay Pines (dental) baat GM&s. RAI. 
Coral Gables. __..--.--| @M&S and Battle Creek .-| NP. 

RAI. Dearborn ‘ GM&s 

Georgia Minnesota: 

Atlanta... pens. con ee GMA&S and Minneapolis : | GM&S and 
RAIL. | RAI. 
Augusta. ........ ----| GM&S. Mississippi: | 
Illino’s Gulfport sugheae coh RO 
Chicago (West Side). - ..| GM&S and pS Sen rs ....-| GM&S. 
RAT. Missouri: 
Chicago (Research . _..| GM&S and Jefferson Barracks : ant aes 
RAI. Kansas City | GM&S and 
Downey NP. | RAIL. 
Hines ..| GM&S and St. Louis Ne GM&S and 
RAI, | RAI. 

Indiana Nebraska: 

Indianapolis TBC, LinecIn | GM&S., 
Indianapolis GM<&€S and | Omaha... GM&sS and 


RAI | RAL 
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TABLE 6.—General medical research and special research laboratories in VA 
hospitals—Continued 


{GM4&S= General Medical and Surgical, RAI= Radioisotope, TBC= Tuberculosis, NP= Neuropsychiatry] 


Hospital and State 


New Jersey: 

East Orange 

SE ee eee 
New Mexico: 

Albuquerque 


New York: 


Castle Point 
Montrose. ._. 
New York. _. 


Northport 
Sunmount 
Nie. shinies os 


North Carolina: 
Durham. -..- 7 


Brecksville 
Chillicothe 
Cincinnati 


Cleveland... __-_- 


Dayton 
Oklahoma: Oklahoma City.. 


Oregon: Portland 


Type activity 


GM&s. 
GM&8. 


GM&4sS and 
RAI. 
GM&S and 
RAL. 
TRC. 
GM&S and 
RAIL. 
| Corr and 
| oMas and 
AL. 


aM&s and 
RA 


| NP. 

TBC. 

| GM&S and 
| RAL 





| GM&S and 
RAL. 





| 








| Utah: 





At the VA hospital, Seattle, Wash., 
the development of rapid, single bedside tests for the measurement of constitu- 


ents of serum which are altered in disease states. 


Hospital and State 


Pennsylvania: 
eS 
Coatesville. _- 
Philadelphia 


Pittspargn...-......... 
D 


Puerto Rico: San Juan 
Rhode Island: Providence 
South Dakota: Hot Springs-_-_-_- 
‘Tennessee: 
Memphis (Crump)---...--- 
Memphis (Kennedy) ...--- ba 


Texas: 
0 a eee 


Houston. -.- 


Kerrville_--__- ‘ 
McKinney 


Salt Lake City 

Salt Lake City_._- 
Vermont: White River Jet_- 
Virginia: 

K ecoughtan 

Richmond 
Washington: 


Type activity 


Sy 

OM&s and 
RAI. 

NP. 

GM&S and 


RAI. 
GM4&S. 


| GM&S. 


GM&s8s. 


TBC, 
GM4S and 


GM&S and 
RAI. 
GM&4sS and 
RAI. 
TBC, 
GM&s8, 
GM&sS, 
NP. 
GM&S8. 
GM&S. 
GM&sS8, 


7 


American Lake.............| NP. 


Seattle 


V alla Walla.. 
West Virginia: 

Huntington 

Martinsburg 


Wisconsin: 





GM&S and 
RAL, 
TBe. 


OM&S., 
RAI, 


TBc and RAIL. 
GM&€S and 
RAI. 


there has been continued success in 


The VA physician who 


developed these tests has recently received a Markle Foundation award for 


this work. 


As a general summary of the total research effort of investigators in VA, 


table 7, page 35, 


contains a classification of the number of projects currently 


in progress, characterized by the disease category and the medical discipline 


involved. 
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TABLE 7.—VA research projects in progress 


Medical discipline 


Disease category or technique Bio- | Im- 
Total] Anat-|chem-| mun-| cro- 
omy | istry | ol- 


Infectious diseases: 
Tuberculosis, all forms. .....__.._-- 


h 
Cancer and allied diseases - 
Allergic, endocrine, mets abolie and 
nutritional disorders ce ‘ 
Blood and blood-forming organs. bialal 
Mental, psychoneurotic, and behav- 
ioral disorders Lis essed beedh Spain 
Nervous system and sense organ dis- 


Cardiovascular diseases. .............-- 
Respiratory diseases, except tubercu- 
I 


os 
Digestive tract diseases: 
Dental. _._- eee 


Genitourinary diseases. ......-- 
skin and cellular tissue disorders_. 
Arthritis and musculoskeletal diseases -- 
Methois and tec annua: 

Anesthesia. ‘ 

Surgery - 

Toxicity and 28 bei Sache 

-ray- a 

All other 


VIII. Projections for the future 

The studies listed below for the most part have already been outlined by 
planning committees with the advice of consultants available to the Veterans’ 
Administration. 

1. Evaluation of early diagnostic and treatment measures for glaucoma. This 
condition is a major cause of blindness in older individuals. It is controllable 
if detected early. Electrical measurements of eye pressures are now being made 
in several doniiciliuries to detect glaucoma before it becomes far advanced. 
It is planned that this study will be extended along similar lines to include 
cataracts and other diseases of the eye affecting principally older persons. 

2. Evaluation of treatment measures for Parkinson’s disease. An evalua- 
tion of medical and surgical measures for treatment of this disabling palsy is 
being planned. 

8. Cooperative study of treatment measures for diseases of the adrenal and 
other endocrine glands. ‘These diseuses are relatively rare, and need the 
pooled experiences of many hospitals to supply sufficient numbers of patients 
for a definitive evaluation of their therapies. 

4. Cooperative study for treatment and rehabilitation of persons with aphasia. 
Several VA hospitals now independently studying this manifestation of disease 
are considering the best means of coordinating their work. 

5. Studies of therapies for epilepsy. This disease is widely prevalent through- 
out the VA hospital system. A laboratory has been established to study mech- 
anisms of drug action in its treatment. The cooperation of hospitals should 
contribute much to the solution of the many problems concerned with it. 

6. Studies of the blood of patients with hereditary diseases of the nervous 
system. A large number of blood samples can be obtained through the collabo- 
ration of VA hospitals for extensive examination to learn new approaches to the 
early recognition and the treatment of these rare diseases. 
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In addition to continuing the individual and cooperative studies currently 
in progress, the VA finds itself in a position to initiate projects in a number of 
additional areas by the nature of the clinical potential existing in the hospital 
system. The extent to which these additional projects can be pursued depends 
upon there being available adequate program financing, laboratory facilities, 
and staff resources. Examples are as follows: 

Improved means of prevention and treatment of deafness, arthritis, and 
damaged lumbar disks are in great need of establishment. 

The extension of definitive diagnostic and therapeutic measures for all virus 
diseases including, importantly, hepatitis would be an important contribution 
toward the further eradication of such infectious diseases. 

Blastomycosis is suspected of being a widespread disease, as may be echi- 
nococeal infection and perhaps other related conditions. The extent of their 
prevalence and the degree of their threat must be learned. 

A study of incidence of cancer in the veteran population could be extra- 
polated to give the expected incidence of this condition in the general population. 

Examination of the records of twins can supply information on the effects of 
environment on the rate of occurrence of many diseases including malignancies 
and might reasonably be expected to supply specific leads to favorable and un- 
favorable environmental factors. The information which such a study of twins 
might supply would be invaluable and is unobtainable from any other sources 
than the Veterans’ Administration. 

The results of injuries, for example those to head, back, heart, and great 
vessels, or those produced by cold, can be studied in numbers not to be ap 
proached outside the VA-hospital system. From study of the surgical pro- 
cedures the therapeutic measures employed, much could be learned. 

There are World War II veterans in suffitient numbers for statistically valid 
evaluation in many special categories; veterans, for example, who have under- 
gone the same apparently rarely indicated surgical procedure and veterans who 
were exposed to x-radiation as radiologic technicians. Advantages and dis- 
advantages of such surgical procedures could be learned through a follow-up 
study of these individuals and the long-range effect of such radiation estab- 
lished as in no other way. 

There are then three broad attacks which can be made upon the diverse medi- 
eal problems of veterans which are open to the Veterans’ Administration: 
studies by individual members of the professional staffs of VA hospitals and 
their affiliated university faculties; longitudinal case record studies of all VA 
patients with the assistance of the statistic agency of the National Research 
Council; and studies by cooperating VA hospitals with the advice of outstanding 
consultants. The Veterans’ Administration will continue to utilize these methods 
in its approach to the important medical problems of the veteran population. 


IX. APPENDIX 
DEPARTMENT OF MEDICINE AND SURGERY VETERANS’ ADMINISTRATION 


The department of medicine and surgery in the Veterans’ Administration was 
established in January 1946, with functions necessary for a complete medical 
and hospital service to be prescribed by the Administrator of Veterans’ Affairs 
for the medical care and treatment of veterans, pursuant to the act of January 
3, 1946, (59 Stat. 675; 38 U. S. C. 15-15n) and other authority and regu- 
lations. 

The special medical advisory group was established by the same act which 
created the department of medicine and surgery in January, 1946. Its mem- 
bers are nominated by the Chief Medical Director and appointed by the Ad- 
ministrator. Its current membership is as follows: 


Chairman: Dr. Robert M. Zollinger, professor and chairman, department of 
surgery, Ohio State University, School of Medicine. 
Vice Chairman: Dr. George E. Armstrong, vice-president, medical affairs, New 
York University. 
Members: 
Mrs. Marison Sheahan Bailey, associate general director, National League 
for Nursing, New York. 
Dr. Walter A. Bloedorn, dean and professor of medicine, George Wash- 
ington University, School of Medicine. 
Dr. Lawrence R. Boies, professor and chairman, department of otolaryn- 
gology University of Minnesota, Medical School. 
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Dr. Charles Brown, dean, Seton Hall College of Medicine and Dentistry. 

Dr. Donald E. Hale, head, department of anesthesiology, Cleveland Clinic. 

Miss Mary L. Hemmy, professor of social casework, Schools of the Health 
Professions and the School of Social Work, University of Pittsburgh. 

Dr. Charles C. Higgins, head, department of urology, Cleveland Clinic. 

Dr. George A. Kelly, professor of psychology, Ohio State University, 
School of Medicine. ; 

Dr. Clarence 8S. Livingood, physician in charge, division of dermatology, 
Henry Ford Hospital. 

Dr. Margaret A. Ohlson, professor of nutrition, University of Iowa, College 
of Medicine. 

Dr. John Raaf, head, department of neurosurgery, University of Oregon, 
School of Medicine. 

Dr. Clemens V. Rault, dean, school of dentistry, Georgetown University. 

Dr. Howard P. Rome, professor of psychiatry, Graduate School of Medi- 
cine, University of Minnesota. 

Dr. Harold G. Scheie, professor of ophthalmology, University of Pennsyl- 
vania, School of Medicine. 

Dr. Wendell G. Scott, professor of clinical radiology, Washington Uni- 
versity, School of Medicine. 

Dr. Charles D. Shields, professor and director, department of physical medi- 
cine and rehabilitation, Georgetown University 

Dr. Harold A. Sofield, professor of bone and joint surgery, Northwestern 
University, Medical School 

Dr. Shields Warren, professor of pathology, Harvard Medical School 

Dr. Frank L. Weston, professor of clinical medicine, University of Wiscon- 

sin, School of Medicine 


This group advises the Administrator and the Chief Medical Director on any 


aspect of the medical care of veterans. 


In April 1946, at the request of the Veterans’ Administration, the National 


Academy of Sciences—National Research Council established a Committee on 
Veterans Medical Problems. Its current membership is as follows: 


Chairman: Dr. Esmond R. Long, emeritus professor of pathology, University 
of Pennsylvania, School of Medicine 


Dr. David Boyd, Jr., consultant in psychiatry, Mayo Clinic 

Dr. W. Edward Chamberlain, professor of radiology, Temple University 
Medical School 

Dr. Wilburt C. Davison, dean, and professor of pediatrics, Duke University, 
School of Medicine 

Dr. Michael E. DeBakey, professor of surgery, Baylor University, College 
of Medicine 

Dr. Jacob E. Finesinger, professor of psychiatry, University of Maryland, 
School of Medicine. 

Dr. A. McGehee Harvey, professor of medicine, Johns Hopkins University, 
School of Medicine 

Dr. Donald Mainland, professor of medical statistics, New York University, 
School of Medicine 

Dr. Currier McEwen, associate professor of medicine, New York University, 
School of Medicine 

Dr. William 8S. Stone, dean, and director of medical education and research, 
University of Maryland, School of Medicine 


This committee concerns itself primarily with the coordination of research 


programs that involve the Veterans’ Administration’s cooperation with other 
agencies both governmental and nongovernmental. 


The committees appointed by the chief medical director for guidance in special 


fields are listed below in order of their establishment. 


The advisory committee on radioisotopes, September 1947 : 


Chairman: Dr. Shields Warren, professor of pathology, Harvard Medical School 
Members: 





Dr. Hymer L. Friedell, director, department of radiology, Western Reserve 
University, School of Medicine 

Dr. Perrin H. Long, professor of medicine, State University of New York, 
School of Medicine 


Dr. Hugh J. Morgan, professor of medicine, Vanderbilt University, School 
of Medicine 


Dr. Stafford L, Warren, dean, University of California Medical School. 
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The advisory committee on education, May 1952: 

Chairman: Dr. Stanley E. Dorst, dean, School of Medicine, University of 

Cincinnati. 

Members: 
Dr. Donald G. Anderson, dean, School of Medicine and Dentistry, Univer- 
sity of Rochester. 
Dr. George Packer Berry, dean, Harvard Medical School. 
Dr. Joseph ©. Hinsey, director, the New York Hospital-Cornell Medical 
Center. 
Dr. John B. Youmans, dean, School of Medicine, Vanderbilt University. 
The Advisory Committee on Research, September, 1955: 
Chairman: Dr. Joseph M. Hayman, Jr., dean, Tufts College Medical School. 
Members: 
Dr. James Burns Amberson, professor of medicine, College of Physicians 
and Surgeons of Columbia. 
Dr. Walter R. Berryhill, dean, School of Medicine, University of North 
Carolina. 
Dr. Carl A. Moyer, professor of surgery, Washington University, School of 
Medicine. 
Dr. Harold G. Wolff, professor of medicine, Cornell University Medical 
College. 

The Advisory Committee on Problems of Aging, December, 1955: 
Chairman: Dr. Wendell H. Griffith, chairman, Department of Physiological 

Chemistry, University of California, School of Medicine. 

Members: 

Dr. Ralph W. Gerard, professor of neurophysiology, University of Michigan, 
School of Medicine. 

Dr. Eugene M. Landis, professor of physiology, Harvard Medical School. 

Dr. Albert I. Lansing, professor of anatomy and chairman of the depart- 
ment, University of Pittsburgh, School of Medicine. 

Dr. William Stroud, assistant professor of clinical medicine, University of 
Pennsylvania, School of Medicine. 

Since the institution of the clinical investigator program, a selection board 
was appointed by the chief medical director in December, 1956. Its membership 
follows: 

Chairman: Dr. James B. Amberson, professor of medicine, College of Physicians 
and Surgeons of Columbia. 
Members: 
Dr. Carl A. Moyer, professor of surgery, Washington University, School 
of Medicine. 
Dr. Stanley E. Dorst, dean, School of Medicine, University of Cincinnati. 
Dr. Maxwell Finland, associate professor of medicine, Harvard Medical 
School. 
Dr. Harold G. Wolff, professor of medicine, Cornell University Medical 
College. 

The department of medicine and surgery from its institution has had the 
benefit of advice in broad matters of policy and in specialized areas from such 
outstanding men. Their help has been invaluable. 


TOTAL APPROPRIATIONS 


Senator Macnuson. The Senator from Michigan and I are very 
pleased with the all-around progress that has been made with the extra 
amount of money we put in for research. 

We have some questions here, a lot of them, for the record. Some 
have been answered. On research, for fiscal 1958, the Administration 
has allowed you $10,359,000. Is that correct ? 

Dr. Mippieron. That is correct, sir. 

Senator Macnuson. For medical research, which is an increase of 
$359,000 from our last year’s amendment. 

Dr. Mippteton. Yes. 

Senator Maenuson. And $1,560,000 for education and training, a 
total of $11,919,000. 

Dr. Mippteton. Yes. 
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Senator Maenuson. For combined research and training. 

Now the questions. 

Is it not true that this sum of money is only about 1 percent of 
the total sum of money granted to you to run the Veterans’ Admin- 
istration hospitals, and outpatient clinics? 

Dr. Mippieron. I believe it is 1.2 percent. 

Senator Macnuson. In the report on your medical research pro- 
gram which you submitted on March 5, 1957, you pointed out that 
your efforts to provide the veterans with the best care that civilian 
medicine has to offer is dependent upon the— 
triad of medicine—patient care, professional education, and research. Each of- 
fers a stimulus of its own to the other two. When all three are interrelated 


in balanced proportion, they make possible the achievement of a high quality 
and proficiency of medical care not otherwise obtainable. 


QUESTION OF PROGRAM BALANCE 


The question is: Is not this triad of yours a little unbalanced in your 
program? I do not mean to intimate you try to get it unbalanced, 
but it might sometimes become unbalanced through no fault of anyone. 

Dr. Mippteron. Our primary mission is the care of sick and dis- 
abled veterans. To bring that to its highest level of efficiency, we 
must have research and education. They are interdependent, and 
not independent. 

Senator Magnuson. Yes; the basic VA legislation is directed pri- 
marily to patient care, its primary mission, but Senator Potter and I 
have always felt—and I know you do, Doctor, and all your staff— 
that we might save a lot of that money with more of the research 
which we started on many of these so-called common ailments. 

Dr. Mippieton. It would prove a very good investment. 


FUNDS WITHDRAWAL 


Senator Magnuson. In your letter to me, dated March 20, which we 
will put in the record in full, you point out that a million was with- 
drawn from the $10 million specifically allocated. 

The question is: Who withdrew thissum? And were you consulted 
before this sum was arbitrarily withdrawn ? 

Dr. Mippieton. We were consulted, sir. The first $500,000 was 
relinquished upon representation of the speed of development of our 
program. It is very difficult within a year’s time to pick up from 
$5,630,000 to $10 million, and this was being done on a very careful and 
well-planned project for a long term. 

Senator Magnuson. You do not think the withdrawal hurt the gen- 
eral program ? 

Dr. Mippteron. The second $500,000 was withdrawn after confer- 
ence with the Bureau of the Budget. In that instance, we did have to 
do sharp retrenchment on commitments on projects that had already 
been given clearance in the central office. 

Senator Magnuson. So in this case, the last $500,000 was at the in- 
sistence of the Bureau of the Budget ? 

Dr. Mippteton. Pardon me. I would not say “insistence.” There 
had been conferences. Of course, we were the resisting parties, be- 
cause we had made our plans, and there was a definite retrenchment 
necessary. That is all 1 can say to that point. 
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Senator Magnuson. But had not the budget interfered—let me put 
it this way: In this matter, you would not have withdrawn the 
$500,000 ? 

Dr. Mippieren. No, sir. 


FUNDS NEEDED FOR ACCELERATED MEDICAL RESEARCH PROGRAM 


Senator Magnuson. On research last year, the Senate Appropria- 
tions Committee requested you to submit for this year an accelerated 
research program against the major causes of death and disability 
among our veterans—which we have mentioned here. The data which 
you supplied to this committee in the letters and attac ‘hments outline 
a challenging research program. 

What we ‘woul | like to get is your opinion person: ally as a doctor, 
not as an administrator, as to how much money you would need for 
this accelerated medical research program during fiscal 1958. What 
sum did you originally request for 1958 ? 

Dr. Mippteron. We requested $10 million, sir. 

Senator Magnuson. You did. So the amount you have in the 
budget now is what you requested ? 

Dr. Mippteron. Exactly, sir. Iam sorry. With this one factor of 

$344,000 for civil service retirement payments. 

Mr. Scuorn. That is right. Originally it was $10,359,000, and it 
was modified. 

Senator Magnuson. There is not much change? 

Dr. Mippieron. It is the question of the 614 percent. 

Mr. Scuorn. There is no increase in program; the additional fund 
requirement is for the civil service retirement. 


HOSPITALIZED VA TUBERCULOSIS PATIENTS 


Senator Magnuson. I suppose this is in your report, but the com- 
mittee would be interested, too, in the figures which you have sup- 
plied on the savings in the expenditures for hospitalization of Vete- 
rans’ Administration tuberculosis patients during the past 4 years 
because, as I understand, in fiscal 1954 there were 16,195 tuberculosis 
patients, and in 1957 they dropped to 13,000. The savings alone from 
this remarkable drop in patient load was approximately $38 million. 
Would those figures be approximately correct? 

Dr. Cumines. Yes, sir. Over a 4-year period there has been a re- 
duction in cost by some $38 million, which we think may be attributed 
to the advent of modern drugs used in the treatment. 

Senator Magnuson. From research programs ? 

Dr. Cummines. Yes, sir; this is, I believe, a result of research in this 
important area. 

The savings, I think, should be stated not in terms of hospital stay, 
which is very signific ant, but more important, I think, is the savings 
of lives. 

The discharges from our hospitals, classified according to deaths, 
have been reduced considerably. In other words, we were discharging 
patients who are well and able to return to their community. 

Senator Magnuson. I think this should go in the record to show 
what you have done on this program, or what has been done. 
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In 1945, 2,300 veterans died in Veterans’ Administration hospitals, 
due to tuberculosis; roughly 20 percent of all discharges during the 
year. In 1955, 10 years ‘later, 1,000 veterans died from tuberculosis, 
representing less than 6 percent of all discharges. 

Dr. Cumaines. Correct. 








EFFECT OF ANTITUBERCULOSIS DRUG THERAPY 











Dr. Mippteron. Mr. Chairman, there is another element that is 
rather inponderable, in that the vast majority of these patients who 
underwent antituberculosis drug therapy are sent back to their homes 
and communities, and get into productive occupations. Therefore, the 
national economy is favorably affected by the research that has been 
developed. 

Senator Porrrr. In other words, you do not have the long custodial 
care you had in the past? 

Dr. Mippteron. That is exactly right. 

Senator Maenuson. In that 10 years there were over 20,000 tubercu- 
losis patients treated in the 54 Veterans’ Administration hospitals. 

Mr. Mippieron. That is right. 

Senator Magnuson. And I understand, too, that with this money 
you have been able to give clinical reports on this work to all hospitals 
in this country and many foreign countries. 

Dr. Cumrnes. That is correct. 

Senator Macnuson. The question we ask further is: Doctor, is the 
Veterans’ Administration not ideally suited to do major treatment 
evaluation in cancer, heart disease, mental illress, and other major 
disease entities ? 

Dr. Mippieron. By all means. 

Senator Magnuson. And that is exactly what you are doing; is it 
not ¢ 
Dr. 































Mippieron. And that is our mission. 





MEDICAL RECORDS 


Senator Magnuson. For example, it is pointed out in the study of 
the possible relation between smoking and lung cancer you have a tre- 
mendous set of records to fall back on; do you not? 

Dr. Mrppteton. Yes. 

Senator Magnuson. And you have a roster of persons for the study 
from the rolls of your Department of Insurance, and the records of 
death with medical information on the cause of death, which can be 
provided by the Department of Veterans’ Benefits? 

Dr. Mrippteron. Yes. 

Senator Magnuson. In other words—and that is why we want to be 
sure you have sufficient money—you probably have the most complete 
set of medical records anywhere in the world at your direct disposal. 

Dr. Mmpieron. Beyond a question of doubt. 

Senator Porrer. May I ask a question ? 

Senator Magnuson. Yes. 

Senator Porrer. Asa result of the data that you have about smoking 
and its effect on lung cancer 
Senator Magnuson. Cigars are never included. 
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Senator Porrer. Have you been able to evaluate the data that you 
have to any degree ? 

Dr. Mippteron. The question is still sub judice, sir. 

Senator Porrer. Then I can light this cigarette? 

Dr. Mippteton. You can light it. 

(Discussion off the record.) 


MEDICAL RESEARCH IN PROBLEMS OF AGING 


Senator Macnuson. Further, in your letter of March 5, you point 
out the Veterans’ Administration has an— 
unparalleled opportunity to conduct medical research in the problems of aging. 
The translation of the constant aging of eligible veterans into their medical care 
requirements indicates that the Veterans’ Administration will face the medical 
problems of aging, and, particularly, that part of the overall problem which 
represents hospital care, to an extent not matched by any other public or 
nonpublic medical care agency in the country. 

You point out that the increasing age of veterans is the most im- 
portant single factor accounting for the increase of the number of 
patients hospitalized for cancer, heart disease, arthritis, and so forth. 
Since 1937, the Veterans’ Administration patient load has increased 
from about 50,000 to almost 115,000. However, the group of older 
hospitalized veterans has increased tenfold during the same period— 
from 5,000 age 55 or older in 1937, to 50,000 only 18 years later. 

Would that be a fair statement ? 

Dr. Mippieton. For the record, Mr. Chairman, I should like to 
have Mr. Rosen present those figures. 

Senator Macnuson. Will you put those in the record? Or can you 
give them to us now? 

Mr. Rosen. I have them now. 


INCREASE IN PATIENT LOAD 


First, Senator, to back up the quotation which you read, from 1937 
to date, the patient load in total has, in essence, doubled. The total 
atientload under treatment in Veterans’ Administration hospitals. 
ut the group of veterans under care, 55 years of age and over, 5,000 
in 1987 [indicating] is almost 50,000 now. So during an interval 
over which the total doubled the proportion of older patients went up 
10 times. 

A further example of the meaning of that: Considering first only 
those younger veterans in the hospitals, those under 45 years of age, 
in general the patientload in the major classes, tuberculosis, neuro- 
psychiatric, general medical, and surgical showed an increase, as pat- 
terned in this chart, since 1944. In terms of diagnostic composition 
of the patientload resident in hospital, the medical problems, the 
potential for research, all of these various aspects the largest single 
group among the younger veterans those 45 years of age and under, 
are the neuropsychiatric patients, with tuberculosis next. However, 
among the total patient load, the group of persons moving in and out 
of the hospitals, a much better measure of the total medical problem, 
the neuropsychiatric and tuberculosis is really a smaller part of this 
total. Cardiovascular disease represents 7 percent of the patientload 
in this young age group, and neoplasms, 5 percent. 
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Now, when we switch to the experience of the older group of persons, 
selecting in this instance just those who are 65 years of age and over, 
the increase in that part of the patient load was from a bit under 4,000 
in 1944 to more than 15,000 in 1955. 

Here, for the patients resident in the hospitals the mental and the 
tuberculosis groups are smaller than for the younger men, and among 
the total group of patients, those who were discharged even smaller 
among the older than the younger. And now cardiovascular diseases 
are 22 percent of the patient load; the neoplasms 12 percent. That 
gives some indication of the effect of the aging process on the medical 
requirements of the Veterans’ Administration. 

Senator Macnuson. Probably proof of the simple theory that if 
you live to be 65, you ought to ave enough sense not to be a mental 
case. ‘tame 

(The charts referred to follow :) 
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AVERAGE AGE OF VETERANS 


Senator Magnuson. Now, I think the record should show this to 
bring out what we are trying to point up here. There are 22 million 
veterans in this country, ‘and their av erage age is now 40 years, which 
points up the problem you have facing you in 1 the future. What faces 
Congress is that we have to spend, and rightly so, $800 million a year 
in the care of these veterans. And, of course, there is $3 billion in 
compensation and pension costs for disabled veterans, which causes 
a proolem, too, because they come in and out of hospitals, do they not, 
Charlie, for treatment, and so forth? 

Senator Porrmer. Yes. 

ADEQUACY OF FUNDS 


Senator Magnuson. In the light of the above facts, we want to know 
whether you honestly feel the ‘limited program you have started in 
medical research on the aging process is adequate, or what sum of 
money you would need to ‘embark upon a more effective medical re- 
search program on the problems of aging. 

Dr. Cummines. Mr. Chairman, it 1s my considered judgment that 
the Veterans’ Administration can prudently spend $214 million in 

addition to the currently proposed fiscal year 1958 budget for medi- 
cal research for special emphasis on research in problems of aging. 
This would include specific attacks of the diseases which Mr. Rosen 
pointed out, such as heart disease, diseases of the blood vessels, dis- 
eases of the gastrointestinal system, and, importantly, I think, ner- 
vous and mental diseases as well. 

Senator Magnuson. You could probably use more money on this 
program, but the fact is that one of your major projects is this prob- 
lem ¢ 

Dr. Cummincs. That is correct. 

Senator Magnuson. I see you have that listed here as one of your 
major problems. 

Dr. Cummines. That is correct. 


PSYCHIATRIC RESEARCH PROGRAM 


Senator Magnuson. In the field of psychiatric ae you are 
spending about $1 millon during the current year. This compares 
with a direct cost of more than "$200 million a year for the care of 
55,000 mental patients in your hospital system. Furthermore, com- 
pensation to psye hiatrically disabled veterans now exceeds $400 mil- 
lion a year. So that involves the expenditure of $600 million a year, 
and you are only spending $1 million in this field. 

That poses the question: Why do you not step up that research 
program ? 

Dr. Mippteton. Mr. Chairman, it is relatively a new field insofar as 
research is concerned. It isa matter of beating the hedges and bushes 
to turn out research workers qualified in the field. But I believe we 
are progressing as steadily as one might anticipate. 

Since last year, 1956, we spent $791 ,164, and for the current year 
we are going over a million dollars. So we are progressing steadily, 
and will turn more and more funds into that particular area as we 
find the projects and the men with ideas. 
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Senator Magnuson. That $600 million is one of our biggest costs 
in that specific field, is it not? 

Dr. Mippteton. Yes, sir. 

Senator Macnuson. And any hope we get in that field of research 
would surely be worth probably expending or stepping up the pro- 
gram more than $1 million as to the ratio of $600 million costs. But, 
as you said, it is a new field. 

Dr. Mippteton. Yes. 

Senator Macnuson. Out at Bethesda they are going into it, and 
they are going into it all over. 

Dr. Mippteron. And we are again working hand in glove with 
those folks. 

Senator Magnuson. So you can get the results of some of the things 
they do, or vice versa ? 

Dr. Mippieron. Yes. 

Senator Porrer. Of course, they are confronted with the same prob- 
lem you have—the fact there is difficulty to get the trained people to 
enter into this research program. 

Dr. Mipp.eron. Yes. 


INCREASE IN COST OF HOSPITALIZING MENTALLY ILL 


Senator Magnuson. Another thing that would concern us here seri- 
ously in the future is that apparently—I do not know why—the cost 
of maintaining hospitalized mentally ill veterans has gone wp 500 
percent in 10 years. Why is that? 

Dr. Mippieron. Mr. Schoen will speak to that. 

Senator Magnuson. That is the best figure I have. 

Mr. Scuoren. The increased cost, particularly as it applies to the 
VA, has largely been the result of inflation. There have been some 
increases in staffing in relation to patients, but a large part of the 
increase has been the economic effects rather than actu: ally increasing 

the level of care. There has been some increase in staffing in our own 
hospitals, but largely throughout the country, particularly in the 
neuropsychiatric field, the increase is the result of increased salaries, 
increased food costs, tranquilizing drugs, and so forth. 


PROBLEM OF SALARY SCALES FOR PSYCHIATRISTS 


Senator Porrrr. I have had brought to my attention in Detroit, the 
Dearborn Hospital, where we have a wing for mental patients, that 
one of the problems they have is being able to secure the psychiatrists 
at the salary scale they have. Would you care to comment on that, 
Dr. Middleton ? 

Dr. MippLeron. Senator Potter, it is the most difficult problem that 
we have, and in most areas. There is a scant category of psychiatrists 
known the country over, and the Veterans’ Administration probably 
feels that more than any other.element of State or community govern- 
ment, because of the disparity in income. 

Senator Porrer. Are they paid on the same basis as MD’s? 

Dr. Mippirrron. A psychiatrist is an MD. A psychologist is, of 
course, not. 

Senator Porrer. I know. Do they get the same rate as other MD’s? 

Dr. Mippieron. They do, sir. 
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Senator Porrer. I suppose the charges or salaries, or consultant 
fees you have vary from community to community. Is that right? — 

Dr. Mippteron. The salaries are fixed by the grading of the posi- 
tion. The consultants may, if they are serving a remote station, have a 
higher scale of income than if they were in an urban community. 

Senator Porrer. Because it is a field that is highly competitive, that 
is, to get these psychiatrists, would you recommend that you be au- 
thorized to pay a higher salary for these ——" Would that. help 
the situation such as we have in Detroit at Dearborn? 

Dr. MipptetTon. Senator Potter, I fear it would set a precedent that 
would find infinite ramifications, that would be fundamentally unfair, 
because they are physicians. I think that there would only be a tempo- 
rary respite by reason of the increased income, and then you would 
strike another level. 

As you all realize, this is a bull market for psychiatry, and psychia- 
trists, and I think we must ride it out on parity with the other branches 
of medicine. 

Senator Porrer. I have been in contact with you on this Dearborn 
problem since it was brought to my attention. 

Dr. Mippteton. Yes. 

Senator Porrer. Do you have any recommendations in that par- 
ticular area ? 

Dr. Mippteton. We have attempted to recruit for Dearborn. Dear- 
born is in a singular position, a singular situation, in that the Detroit 
and the Ann Arbor areas are competitors, and competitors in private 
as well as county and State institutions. So it will always be a dif- 
ficult one in which to find psychiatrists, and we are simply working 
against time, hoping that we can fill these gaps. 


Senator Porrer. But there is no recommendation that you can make 
to us to aid in this? 

Dr. Mippteton. Sir, we are intensely interested in the new salary 
structure that has been suggested in the bill proposed by Representa- 
tive Long, and I believe that it will be a step in the right direction if 
it can be consummated. 


REVERSAL OF TREND NEEDED 


Senator Macnuson. You will agree that unless we can attack this 
thing and reverse this trend, not only the rising number of neuro- 
psychiatric patients, but the rising costs in taking care of the patients, 
and the fact we are now spending $600 million a year in this particular 
phase of the program—that we ought to be, all of us, putting our heads 
together to try to reverse that trend, because 2 or 3 million in re- 
search, or some of your plans to step it up, could well save 10 times that 
amount, or even a hundred times that amount, in our costs. 

Dr. Mippieton. I believe that is realistic, Mr. Chairman, but there 
is one particular aspect that I think should be considered, particularly 
by the men in your responsible position. 

It would be presumptuous for me to sit here and tell you that there 
would be an initial saving when I know the first impact of these 
advances would be to make more and more mentally ill patients 
accessible to advanced treatment which is denied them presently. So 
that we will, for a time, move into an area where the costs will be 
more but the stay shorter. 





INDEPENDENT OFFICES APPROPRIATIONS, 1958 595 


Senator Magnuson. But the saving in our overall economy will be 


great. 
Dr. Mippteron. Ultimately, yes. 


TREATMENT WITH TRANQUILIZING DRUGS 


Senator Porrer. Have the new tranquilizing drugs been of any help 
in the treatment of mental] patients? 

Dr. Mippteron. They have been of a great deal of help, Senator 
Potter, but presently the psychiatrists are not willing to give final 
evaluation, because they have been in use for such a short time. They 
are of great value. Their great value as a tool is in bringing these 
disturbed patients into accessibility to the known methods of treat- 
eta ete physiotherapy, occupational therapy, and so 

orth. 

Senator Porrer. How do you handle your research grants? Do 
you make those independently to a university or hospital? Do you 
make them in conjunction with the various institutes ? 

Dr. Cummrnes. Senator Potter, we have no legal authority to make 
a research grant. We do have authority to make contractual arrange- 
ments with the universities or other institutions, and this is done, 
when, in our opinion, it is considered to be more economical or more 
advantageous. 

In recent years, with the strengthening of our own hospital re- 
search program. we have found that it was not as necessary to con- 
tract for research as it was in the early years of the Veterans’ Admin- 
istration medical program. 

Dr. Mippteton. So that presently the vast majority of our funds 
go into our own hospitals for the conduct of study of our own 
problems. 

Senator Porrer. Research by your own people in your own hos- 
pitals? 

Dr. Mippteton. Yes. 


EXPENDITURES IN PROSTHETIC APPLIANCE FIELD 


Senator Porrer. Let me ask you one further question. 

How much money are you spending for research in the field of 
prosthetic appliances? 

Dr. Cummines. One million dollars. 

Senator Porrer. It seems we have had a lot of research in this 
field—and I have more than just a general interest in it—and I have 
found that there has been very little come from it. We have had 
some research that has developed new types of appliances, but if you 
go to get an artificial limb, you are going to end up probably with 
the same type of limb you have been getting for the past 50 years. 

Most of the limb shops we have today are nothing much more than 
glorified carpentry shops. 

I do not know what can be done about it. I assume in a majority 
of the cases the limb shops probably get 50 percent of their business 
from VA business. I do not know whether you can raise the stand- 
ards of those limb oe or not, but I think it is a real problem. You 


have a growing population of people who need artificial appliances 
constantly. 
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I am amazed that, with all the technical know-how we have in this 
country today, we still have such a crudeness in most of the artificial 
limbs. 

CONTRACTS WITH LIMB COMPANIES 


I do not know whether this is a question of research, or whether it 
is a question of the VA trying to raise the standards of these unofficial 
limb companies, but the prices we pay for these limbs, compared with 
the type of workmanship we get, is not a good recommendation for 
either the shops or the VA. 

I am wondering if you are as cognizant of that problem as I am. 

Dr. MippteTon. Dr. Wolford will speak to that. 

Dr. Wotrorp. I think the question you raised about contracts, Sen- 
ator Potter—in our prosthetic appliance program we do make con- 
tracts with private universities. I am sure you have knowledge of 
that. 

Senator Porrrer. Yes. 

Dr. Wotrorp. Actually we have not been spending a million dollars 
until this last year, as you know. But I think the $1 million has paid 
off wonderfully not only in our artificial limbs, but in hearing aids, 
and prosthetic appliances. 

As you know, the law itself directs that the Veterans’ Administra- 
tion will publicize and transmit our results of research to not only 
the Armed Forces, but also to the civilian population. 

We have, I think, made very material progress. 

Of course, you are familiar with the exhibit which they hold each 
year here in the Capitol Building, which does demonstrate the ad- 
vances. 

I was talking to Dr. Thorndyke the other day when he was in the 
office, and he was telling me how they get together with the artificial 
limb manufacturers, and I think we have raised their ethics and their 
standards considerably just by the pressure which we are able to bring 
on them in improving their appliances. 

Senator Porrer. That may be so. I think one of the real challenges 
in this field is to get your artificial limb shops to raise their standards 
of workmanship. 

I have seen some beautiful exhibits which looked interesting, but to 
try to get that particular leg, there is a reluctance on the part of many 
of your limb manufacturers. “Well, we have never made one before, 
but we have one of these,” which they have been making for the past 
20 years. 

I assume progress has to be geared to the patient, or the client 
involved, but the fact remains th: at a majority of your veterans today, 
and not only veterans but all people who need artificial appliances, 
are getting a pretty crude type of an appliance, particularly with legs. 
I think the development of arms has been fairly good, but with legs, 
you take a person with a disarticulation of the hip, it is still pretty 
crude. 

Dr. Wotrorp. You are right, sir. That is one area that has been 
particularly difficult. 

It is unfortunate we do not have Dr. Stewart here, who is in charge 
of the prosthetic and sensory aids program. It would be well if we 
send him over and let him talk to you. 
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Senator Porrer. I would like to have him do that. 
Senator Magnuson. Why can we not do something about it? 
Dr. Wotrorp. We feel we are making progress. 


PROPOSAL TO EM 





PLOY ENGINEERING TALENT 





Senator Porrer. Mr. Chairman, I think we should have under our 
Public Health Service an institute on prosthetic appliances to carry 
on, to put grants out, to contract with General Motors or some company 
where they have a lot of engineering talent and let them work on this 
problem, because just little mechanical things that an engineer in a 
big company would not put up with for 10 minutes, those principles 
are not being used with your : artificial limbs. 

Dr. Wotrorp. The Veterans’ Administration has that responsibility, 
if you remember, in the law. 

Senator Porrer. Yes. 

Dr. Wotrorp. I am sure we can prove to you that we are doing quite 
a bit, if we get Dr. Stewart, who can give you a definite outline of this 
program. 
Senator Porrrr. I would like to talk with him. 
Dr. Wotrorp. We shall certainly have him do so. 
(Discussion off the record.) 










RESEARCH FUNDS 





ASSIGNED TO UNIVERSITIES 

















Dr. Mipptetron. For the record, Mr. Chairman, it should be observed 
that this money that has been appropr iated is largely assigned to two 
universities, the U niversity of California and New York U niversity, 
where there is engineering research constantly going on in this field. 
But I do think the suggestion of Dr. Wolford to send Dr. Stewart 
over is a good one. 

Senator Porrer. You do not happen to know where there is any 
research now on a limb for a disarticulated hip ? 

Dr. Mrippietron. Dr. Stewart will know. 

Senator Magnuson. Dr. Stewart should talk to Senator Potter, 
because I am sure we all agree no one has a greater interest in this 
matter than our distinguished friend from Michigan. If something 
could be done there with some value to all the rest of them, he would 
put his heart and soul into it. So I hope that Dr. Stewart will give 
him a rundown on it. 

Dr. Mippieron. Yes. 

Senator Magnuson. We come to the next matter. 











LACK OF ADEQUATE LABORATORIES 









Doctor, in most of the material submitted to the committee, with- 
out saying so sometimes in so many words, there seems to be quite 
a bit of lack of laboratory units for research. I am wondering 
whether or not we might pose the question of whether the research 
program has been held up by lack of laboratories, and if that is cor- 

rect, whether or not we should consider a program—of course, it would 
cost some money—to remodel some of the hospital space for labora- 
tories, particularly in your new building program, which would be 
easier, would it not? 

Dr. Mipptetron. Yes, sir. 
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Senator Macnuson. But in most of your older units, they are 
very short of laboratories, are they not? 

Dr. Mippteron. You are quite right, sir. Of course, the primary 
mission of the Veterans’ Administration hospitals in-patient care 
did not envision this as a major item in construction. This entire 
area should be reviewed. Future construction should take into con- 
sideration this question, and the requirements for research within our 
existing heagitals should be met by new construction. 

Senator Magnuson. I would recommend that, and I think you 
would get a favorable response as far as we two are concerned here. 

Senator Porrer. Yes. 

Senator Magnuson. I cannot speak for the other Members of Con- 
gress. But surely in your new hospitals you can do that. But I am 
thinking in terms of your remodeling program in the older hospitals 
for more research laboratories. 

Dr. Mipptetron. It has definitely handicapped the effort. 


TRAINING AND EDUCATIONAL ACTIVITIES 


Senator Magnuson. You have for fiscal 1958 only $1,560,000 for 
training and educational activities, which represents only one-fifth of 
1 percent of the VA expenditures. I know the staffing of your hos- 
pitals with doctors is of as deep concern to you as it is to us. 

In the report you submitted to the House committee, it is apparent 
you are having great difficulty getting psychiatric residents, which 
was discussed here. In 1955 and 1956, you offered 3,067 residencies, 
but you filled only 2,353 of these. Is there a vacancy figure of 23 
percent now ? 

Dr. Mippieton. Yes. 

Senator Maenuson. I understand that is higher than the national 
residency vacancy figure of 19 percent. 

Dr. Mippieton. Yes. 

Senator Magnuson. What would you attribute that to? 

Dr. Mippietron. In the main, I believe it is dependent upon the 
difference in the patient representation population within our hos- 
pitals. In a majority of the hospitals with deans’ committee affilia- 
tions there has been little difficulty in recruitment in major sub- 
specialties. But in certain hospitals, without this close coordina- 
tion, there is, of course, difficulty. 


RESTRICTION ON EDUCATIONAL TRAVEL REQUESTS 


Senator Magnuson. Another difficulty you have apparently is you 
are restricted on your educational travel requests. Have you any- 
thing to say about that to the committee? 

Mr. Scuoen. Yes, sir. 

Senator Macnuson. My figure is that you have less than 1 out of 
every 10 approved educational travel requests that can be granted 
because of these financial restrictions. 

Mr. Scuoen. That number, of course, could change. That is an 
average figure. 

Senator Macnuson. Yes. 

Mr. Scuoen. But I wanted to stress that of the total of $1,560,000 
which we requested, an increase of $220,000, was requested for 
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“Travel.”In other words, of the total of $1,560,000, $710,000 was for 
travel, and this travel is the travel of physicians to educational de- 
tails, and these physicians are actually in the hospital, and 

Senator Magnuson. Is it in-service training? 

Mr. Scuorn. Yes, sir. A large amount of it is. Also there are 
details to educational institutions and conferences. The largest part 
of this expense is travel. This year, 1957, the committee increased 
the medical research program, but within the language of the appro- 
priations the travel limitation was not increased, and therefore, to 
some extent the research program was restricted by lack of adequate 
travel funds. 

Senator Macnuson. Would you suggest a change in that lan- 
guage? 

Mr. Scnoen. I think the language is adequate as it is, but it is a 
question of increasing the amount of limitation in the language. 

Senator Macnuson. I mean the amount could be changed in the 
language. 

Mr. Scuoen. Restoration of $107,800 was requested by the Admin- 
istrator. 

Senator Magnuson. That is in your statement? 

Mr. Scuoen. That is right. 

Senator Magnuson. All right. 


LANGUAGE CHANGE 


Mr. Scuoen. To the extent that there is a consideration of any 
change in the education and research programs, it is important also 
to consider the amount of travel in the Nigahation specified in the 
Appropriations Act. Do you see what I mean? 

Senator Magnuson. Yes. If that statement is not complete, I wish 
= would submit to us the suggested change you want in this particu- 

ar matter as to the language. Is not that what it would be—as to 
the amount ? 

Mr. Scuoren. The amount is specified in here, yes, sir. 

Senator Magnuson. How much is specified ? 

Mr. Scuoen. It is $107,800, the restoration requested in Mr. Higley’s 
statement. There is requested a limitation change in the “Medical 
Administration” appropriation for employees’ travel from $992,200— 
as passed by the House—$1,100,000. 

Senator Maenuson. Is that what you suggest ? 

Mr. Scuoen. That is right, sir. 

Senator Magnuson. That is the full estimate ? 

Mr. ScHoen. $1,100,000; yes. 

Senator Magnuson. The last thing I want to discuss, and it has 
been brought up here by Dr. Middleton and all of you, and I think it 
should go in the record in case we need to do something about it— 


LOSS OF PHYSICIANS DUE TO LOW-SALARY SCALES 


In your letter of March 20, Doctor, you point out that the Veterans’ 
Administration is losing an alarming number of physicians each year 
because of the comparatively low-salary scales. This is in all classes, 
T understand. 

Dr. Mippteton. That is right. 
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Senator Macnuson. For example, during fiscal 1955, the department 
of medicine and surgery lost over 400 phys sicians by resignation, and 
approximately three-fourths of those resigning gave economic reasons. 

Dr. Mippirron. Seventy-nine percent, sir. 

Senator Magnuson. You have also supplied the House Committee 
on Veterans’ Affairs a comparison of the Veterans’ Administration 
physicians’ salaries with those in private practice. In chart 4, we 
find that each year it drops further below the salaries paid physicians 
in private practice. In 1955, for example, the average Veterans’ Ad- 
ministration medical salary was about $7,000 less than that earned by 
private practitioners. 

Of course, one can only draw the conclusion there is a distinct cor- 
relation between the low salaries and the vacancy figures. You have 
400 budgeted vacancies at the present time, do you not 4 

Dr. Mippteron. That is right, sir. That is really an artificial 
figure. 

Senator Magnuson. And you have 171 in psychiatry. Is that 
within the 400? 

Dr. Mippteton. Yes, sir. Those are artificial figures, sir, because 
they represent the requisitions and statements of managers, who may 
have made local adjustments at a lower scale. 

Senator Macnuson. It seems to me if the minimum standards of 
the American Psychiatric Association for psychiatrists would be used, 
your real vacancy figure would be about 364 in that particular case. 

Dr. Mippteton. Yes. 

Senator Magnuson. You did mention there is a bill—I am not 
familiar with it—in the House, which poses this very question, and 
asks a raise in pay scales for physicians. 

Dr. Mippieton. That is true, sir. 

Senator Porrer. What does it raise it to? 

Senator Magnuson. I do not know. I am not familiar with the 
bill. 

Dr. Mippreron. It raises it to parity with the other governmental 
medical services, and does not attempt to compete with private 
practice. 

Senator Magnuson. You would not be accused, then, of getting 
into making a precedent in VA ? 

Dr. Mippteton. No, sir. There would be no escalator device. 

Senator Magnuson. The Public Health Service receives quarters, 
subsistence, free retirement pay, medical care, and life insurance. Is 
that included in the Veterans? 

Dr. Mippteton. There are no such special provisions, nor have we 
sought such. We have merely attempted to establish parity in the 
scale. 

Senator Magnuson. Would there be any objection to your people 
receiving the same as the Public Health Service ? 

Dr. Mippteton. These sums have been taken into relative consid- 
eration in fixing the salary level. 

Senator Macnuson. They are added so the level would be the same ? 

Dr. Mippteton. Yes. 
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RESTRICTION ON OUTSIDE PRACTICE BY PHYSICIANS 


Senator Magnuson. What about restrictions on outside practice? 
That poses a problem, too, does it not? 

Dr. Mippteton. I believe that there is no intent on the part of 
Congress, sir, to subsidize any physician, dentist, or nurse in a given 
sum, and then permit him or her to enter into competition with his 
fellow in civilian life. 

There are many other angles, and I would not burden you with 
them. But in my judgment, this particular provision is a wise one 
on the part of the Veterans’ Administration. 

Senator Magnuson. Let me ask you—I probably should know but 

I do not—in reverse, are you allowed to hire a private physician to 
do a certain particular job that you might want done? 

Dr. Mippteton. Weil, we have contracts, we have consultants or 
attending physicians who may do special work, but they do it at 
tremendous financial sacrifice. 

Senator Magnuson. Oh, yes. But you attack that problem the 
other way ? 

Dr. Mippteton. That is right. 

Senator Macnuson. Rather than let your staff doctors have outside 
practice, you draw on outside practitioners for a particular project 
or job? 

Dr. Mippteton. Skills and counsel that we require. 

Senator MaGnuson. Yes. 


RETIREMENT FUND 


The American Legion, in discussing this program, mentioned that 
there was a cutback in the amount of $344,000. What was that? Is 
that the retirement fund we are talking about? 

Mr. Scuoen. This is for retirement; yes. That is the amount that 
was added into the original $10 million for the program for 1957, to 
cover the cost of 614 percent for the research employees 

Senator Magnuson. And that is a fixed charge? 

Mr. Scuoren. That is right. And it is part of the total restoration 
requested by the Administrator. 

Senator Magnuson. They also mention a reduction in the House 
bill of $1,293,200 in the appropriation submitted to the Bureau of 
the Budget. Did you submit $1,293,200 more? 

Mr. Scnoren. The submission in the executive budget to the Con- 
gress included in the “Medical administration” appropriation a total 
amount of $22.067,000, which was an increase of $1,293,200 above 
1957. That increase was the result, primarily, of two items. One 
was the civil-service retirement, and the other was the printing and 
reproduction cost that was formerly part of another appropriation. 

The House cut that amount, just reduced the entire amount of in- 
crease, and left it at the same level. But we still have the problem 
of paying these charges. So, in effect, it reduces the rest of the 
program. 
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PRINTING AND REPRODUCTION COSTS 


Senator Macnuson. The printing costs of $335,000 were taken into 
consideration when the cut was made on the medical and hospital 
service budget ? 

Mr. Scuogen. That is right, sir. 

Senator Macnuson. So there are two items that the House cut— 
one of $335,000 on the printing and reproduction, and one of $344,000, 
which is the fixed charge in the retirement fund ? 

_ Mr. Scuoren. The $335,000 on the printing and reproduction; yes, 
sir. 

Senator Macnuson. Is not the $344,000 correct ? 

Mr. Scuoen. No, sir. The total increase requested in the appro- 
priation was cut the entire amount of $1,293,200. Within this appro- 
priation, printing and reproduction, the total request which was not 
included in 1957 at all, was $335,000, and this is speaking of the ap- 
propriation total, and the civil-service retirement was $793,000 $5 
the total of those 2 very closely approximates the $1,293,000, which 
the House cut. So that, in effect, when the House failed to allow 
those two items which are fixed charges, they cut back the rest of the 
program. 

Senator Porrer. And those items will have to be taken out of the 
money granted for the program ? 

Mr. Scuoen. That is right. So they, in effect, are reductions. 
They have a very drastic effect on the whole program. 

Senator Macnuson. We will put in the record the letter from the 
American Legion. 

Mr. Scuoen. I should like to point out, although the American 
Legion did not mention it, the request for restoration in the supply 
depot appropriation was the same type of item. 

cates Maenuson. Dr. Middleton mentioned that in his state- 
ment. 

Mr. Scuoen. Yes, sir. 

Senator Porrer. I am wondering, Mr. Chairman—I regret that I 
was late getting here this morning. I got tied up in my office. I 
know you have discussed the hospital construction program, but I am 
intending to visit one of the hospitals in Michigan, Battle Creek Hos- 
pital, on Sunday. That is their hospital day. So, if the chairman 
will indulge me for a few minutes, I would like to discuss that 
program. 

‘ Senator Macnvuson. Colonel Edgar is here. Can we finish this 
rst ¢ 

Senator Porrer. Yes. 


ADDITIONAL RESEARCH FUNDS RECOMMENDED 


Senator Macnuson. I want to pose this question: There has been 
recommended further research funds which would up this amount not 
a great deal, but to some extent, by the program suggested. I want 
to pose the question: If this amount was given to you could you effec- 
tively partake of the so-called projects? 

It is suggested, in arthritis the evaluation of the new steroid hor- 
mones in drugs, a project be put into effect that would run about 
$250,000. Have you any such program in that field now? 
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Dr. Cummines. We have one special arthritis laboratory, Senator, 
which does not expend funds in this magnitude. It would appear 
to me that an expansion is needed in this important area. It would 
be my feeling, however, that $250,000 might be somewhat more than 
we could prudently spend in the first year. It would appear that 
perhaps half of that amount could be used to expand research in this 
important area. 

enator Magnuson. Because nobody wants to push on you people 
funds that you cannot use, and you would not want it that way? 

Dr. Cummines. No, sir. 

Senator Macnuson. Dr. Bush always used to tell me that we had to 
keep you fellows a little hungry and you would do better work. A 
little lean. 


NEUROLOGICAL DISEASES 


Then, in the field of neurological diseases, epilepsy, in the field of 
drugs, and new surgery by Cooper, for Parkinson’s disease; are you 
familiar with that? 

Dr. Cumines. Yes. 

Senator Maenuson. Then in the general field of multiple sclerosis, 
and muscular dystrophy ; it was suggested we might add to those four. 

Dr. Cummings. Sir, the area of research in neurology has been 
somewhat neglected, in my opinion, particularly epilepsy, which oc- 
curs among young adults. This presents a rather unique opportu- 
nity in terms of the veteran population, and I do feel that we might 
profitably invest in research in epilepsy, in Parkinson’s disease, and 
in multiple sclerosis. We do have clinical problems confronting us, 
ox I believe we have the necessary talent in the field to attack the 
job. 

Senator Macnuson. So if we decided to give you a little more in that 
field, you could make fairly good use of it in those specifics? 

Dr. Cummines. In my opinion, we could. 

Dr. Mippieton. Very good use, I would supplement. 


FIELD OF BLINDNESS 


Senator Macnuson. In the field of blindness, it is suggested that in 
cataracts, the nutritional factors, you might have a research program 
on that. 

Dr. Cummings. I have personally been long concerned with blind- 
ness which is due to glaucoma, Senator. 

Senator Magnuson. Yes. 

Dr. Cummrnes. This is an area—— 

Senator Macnuson. I have glaucoma listed here also. Are they 
separate, or do they come together ? 

Dr. Cummrnes. I would feel that research in medical problems of 
blinding should be considered in its broadest aspect. At the moment I 
feel there is a great need for research in this particular area in the 
Veterans’ Administration. 

For example, sir, in population groups over age 45—and we have 
many veterans in this age group—incipient glaucoma can be detected 
if we are able to make careful surveys. Detected early, glaucoma pro- 
vides for medical treatment which will in many cases prevent blindness. 
I would hope more could be done in this important area. 
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Senator Magnuson. It is suggested that maybe another $150,000 
might give you a good start ona “project in that field. 
Dr. Cumauncs. I think it would be a most adequate amount; yes. 


CANCER RESEARCH 


Senator Magnuson. Of course, in the broad field of cancer, we could 
spend all afternoon on that. I suppose the best job you can do on that 
is in cooperation with the Cancer Institute, and taking the whole broad 
subject. 

Dr. Cummines. I would agree fully. 

D. Mippieron. Sir, we have probably one of the most exciting things 
in the Bronx Veterans’ Administration Hospital, where a virus has 
been experimentally demonstrated as the causative agent in the cancer 
of the breast and of the parotid gland. 

Senator Magnuson. Senator Potter and I heard that testimony the 
other day. As you people say, it was exciting. 

Dr. Mippieron. Yes. 

















FIELD OF 





ATHEROSCLEROSIS OF THE HEART AND BRAIN 





Senator Macnvuson. In the field of atherosclerosis of the heart and 
brain. Have you got a project on that ? 

Dr. Cummines. Yes, Mr. Chairman. You will recall it was the 
suggestion of this Committee that the Veterans’ Administration initi- 
ate studies in the most important area, and I am pleased to report that 
during the past year we have initiated two very large cooperative 
studies: One designed to evaluate the role of nutrition and diet in 
preventing as w ell as treating atherosclerosis of the heart and brain; 
and a second large study was started similarly designed to evaluate 
the use of anticoagulants for prevention and tre: itment of athero- 
sclerosis. 

This area, I believe, lends itself very well for research in the Vet- 
erans’ Administration, because approximately 23 percent of our older 
patients have evidence of these abnormalities. 

Senator Magnuson. 23 percent ? 

Dr. Cummings. In cardiovaseular disease. 

Senator Magnuson. In that one area / 

Dr. Cummings. Yes, sir. 

i think we have the patient population and, most importantly, we 
have the physicians interested in this problem. These are the prob 
lems they see on the wards every day. I believe that investment in 
research in atherosclerosis would be a very sound one. 

Senator Magnuson. We appreciate your comment on this. Of 
course, mental disease we have gone into. 

This would add no more than probably a total of $2 million or 
$2,225,000, and in these particular fields it seems to offer some prom- 
ise. You can see some light, can you not, in some of these things? 

Dr. Cummines. Yes. I think ‘we are getting closer to definitive 
accomplishments than heretofore we would even dream would be 


possible. 
























TRAINING FUNDS 


Senator Maenuson. On training funds, I do not think any of us 


know the particular answer. But do you have a problem with your 
clinical investigators ¢ 
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Dr. Cumminas. No, sir. I would say rather than have a problem, 
this has been one of the most exciting new programs which your 
action last year permitted us to undertake. 


PROGRAM TO ATTRACT YOUNG PHYSICIANS 


I believe I should report to this committee that during the past 
year we have initiated a program designed to attract young phy- 
sicians who would be interested in research in neglected areas. One 
of the important stimuli for this program was the need for research 
in psychiatry and neurology and problems of aging. 

After the announcement of this program, some 18 applicants ap- 
plied for selection and appointment to this position. A very highly 
qualified selection committee, composed of leaders in American med- 
icine outside of the VA, reviewed their qualifications, and recom- 
mended the appointment of 11. 

Recently the second announcement attracted 30 such candidates 
and again, after very careful screening, 12 have been appointed. 

I believe you have provided us with an opportunity to train re- 
search physicians who are already qualified in clinical practice; but 
with new methods made available to them, they will help enormously 
in this effort to attack the crippling and disabling diseases. 

(The information referred to follows :) 


INTERIM ISSUE 10-370 


A. Basic issue affected: D. M. & S. Manual M-5 part II (not yet published). 
3. Other issues affected : None. 
Cc. Reason for issue: To announce the Veterans’ Administration clinical investi- 
gator program. 
ID. Text of issue: 
1. THE PURPOSE 


(a) The needs of the Veterans’ Administration medical program ure such 
that it is deemed desirable to train selected physicians whose primary respon- 
sibilities will be medical research. In addition, the potential of its research and 
education activities will contribute to the overall health of the Nation. These 

needs and this potential will be developed by the inauguration of a new program 
for exceptionaily qualified full-time physicians who will be especially selected and 
appointed as Veterans’ Administration clinical investigators. 

(b) This program will have the twofold purpose of mustering a more concerted 
attack upon the problems of greatest import to the health of veterans and, in 
addition, of preparing greater numbers of Veterans’ Administration physicians ' 
for careers Wherein patient care is provided by individuals specifically trained in 
research and contributing throughout their careers to the advancement of knowl- 
edge 

(c) The candidates must be interested in problems of particular importance 
in the case of veteran patients in fields basic to neurology and psychiatry, 
cardiovascular disease, cancer, degenerative diseases, and problems involving the 
aging process. Maaimum freedom of choice of subject will be allowed within these 
broad fields. 

(d@) This program provides the highly qualified physician a longitudinal 
prosnect following the completion of his required formal residency years and 
provides an arena wherein can be developed superior physicians so essential to the 
national welfare within or without the Veterans’ Administration. 


‘Where the word “physician” appears throughout this document the word “dentists” 
applies as well. 
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2. THE PLAN 


(a) Candidates should be nominated to the Veterans’ Administration hospital 
manager through the Veterans’ Administration Hospital Research Committee for 
approval by the deans’ committee.’ Candidates will be chosen with an extreme 
degree of selectivity and with the same appreciation of unusual ability that would 
be applied in selecting a scholar from a medical school or university for special 
recognition and support. The final responsibility locally for the approval of 
the candidate on the basis of professional ability, field of interest, and research 
aptitude rests with the deans’ committee. 

(b) From the group of nominees the clinical investigators will then be selected 
by the central advisory committee composed of consultants to the Office of Re- 
search and Education, especially selected for this purpose. Not only will the 
qualifications of the candidates be considered, but the ability of the hospital 
community to provide the atmosphere conducive to their most productive develop- 
ment will be evaluated. One medical community might provide more qualified 
candidates than could be appropriately supported at its own Veterans’ Adminis- 
tration hospital; at the same time, another community might have a Veterans’ 
Administration hospital with superb facilities for support, but no acceptable 
candidates. Due thought should be given to the possibility that a candidate 
might be offered a position in a community other than the one from which he 
was nominated. 

(c) At the completion of their appointments as clinical investigators, these 
physicians will be encouraged to participate further in the medical and research 
programs. The existing program of research support for physicians employed 
primarily for patient care will not be altered, but where justified will be expanded. 
The nature of future collateral support for physicians from the clinical investi- 
gator group will depend on the hospitals in which they elect to serve and existing 
research facilities. 


3. METHOD OF NOMINATION 


a. Qualifications of the candidate 


(1) Any physician who has completed at least the formal residency training 
period required prior to American Specialty Board certificaton and because of 
special interest and aptitude wishes to do full-time research for a period of 
possibly up to 3 years. 

(2) As a minimum requirement, the candidate must be eligible for appoint- 
ment as a full-time physician in the Department of Medicine and Surgery. This 
requirement includes citizenship, a medical or dental degree from an approved 
medical or dental school, the completion of an approved internship, or its equiva- 
lent, and a license to practice. This program is not available to scientists possess- 
ing only doctor of philosophy degrees. The candidate must have completed his 
required military service if obligated. 

(3) The candidate should have demonstrated his aptitude for research before 
his appointment, so that he can achieve the stature of an independent investigator 
during the tenure of his appointment. 

b. Form of application and nomination 


The application will have two major parts, that prepared by the candidate 
and that prepared by the sponsoring hospital and deans committee. 
(1) Material prepared by the candidates: 
(a) Curriculum vitae: 

1. Veterans’ Administration application questionnaire for physicians 
and dentists, form 10-2850. 

2. Transcripts of college, graduate school, and medical or dental 
school records. 

3. Bibliography. 

4. Special awards and honors during all phases of past training. 

5. Interests or special training in fields other than medicine. 

(b) Proposed research program: 

1. A description of the proposed research program with particular 
attention to the first year and with projection of the plan into a second 
and third year. The candidate should select a preceptor who will fol- 
low his carrer throughout the period of appointment. The preceptor 
may be any person approved by the deans committee, within or without 
the Veterans’ Administration. He should be willing to accept responsi- 


2 Substitute medical advisory committee when appropriate. 
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bility for the investigator as a personal interest, to advise and follow 
his progress, but not to direct his research activities per se. It is 
intended that the candidates selected should become capable of inde- 
pendent work and must in no way remain permanent assistants to 
established investigators. They may receive training in special techni- 
eal aspects of research under a supervisor but their research should 
be their own. 

2. While it is expected that the original research plan will generally 
be adhered to, it is recognized that better approaches may develop and 
a change in plans may become highly desirable. Such changes should 
be described in the annual reports (see sec. (2)). There is a variety 
of ways in which the clinical investigators may receive special training, 
including specified periods in other institutions, if such be necessary to 
assist them in developing their research projects. Time spent at an- 
other institution must have prior central office approval. 

(c) Future plans and ambitions. 

1. The candidate should describe briefly his plans and hopes for the 
future. 

(2) Material prepared by sponsoring Veterans’ Administration hospital and 
deans committee: 

(a) Available facilities. 

The sponsoring hospital will describe the research and other facilities 
available for use by the clinical investigator. The facilities need not be for 
his use exclusively, but a careful estimate should be made of the actual 
amount of time for which major items of equipment might be available to 
him rather than a listing of all items of research equipment present at the 
hospital. Facilities or services which are not directly available to the 
clinical investigator should not be included. The description of available 
facilities will not be limited to items of equipment but will include space 
to be allotted him and other evidence to indicate that the hospital provides 
an environment conducive to the scientific and professional growth and 
development of its nominee. This information will be prepared by the 
research committee. 

(b) There will be a brief statement as to how the program of the clinical 
investigator fits into the overall research program of the sponsoring hos- 
pital. A statement on possible future plans of the sponsoring hospital and 
medical school for the candidate will be included. 

(c) If additional funds are needed for supplies, equipment, or technical 
assistance a statement of the candidate’s needs in this regard should be 
submitted by the research committee of the hospital. 

(d) All clinical investigators, during their period of service, would have 
research as their primary responsibility; they would, in addition, hold 
suitable clinical appointments on the Veterans’ Administration hospital 
staff which would enable them to enjoy the privileges of a responsible re- 
Jationship to the patient care program. The sponsoring hospital will indi- 
cate the responsibilities to be assumed by the clinical investigator in this 
respect. 

(3) While a number of people may be involved in the preparation of this 
inaterial, the deans committee will submit all of the parts of the application 
at one time through the manager of the Veterans’ Administration hospital to the 
Assistant Chief Medical Director for Research and Education. 


General plans for candidates 


(1) Duties.—The clinical investigator will spend at least three-fourths of his 
time in research. The balance of his time may be spent in teaching and patient 
care or in whatever professional activity he and his sponsors may agree is advan- 
tageous for his development. He should not, however, become involved in routine 
administrative duties either in the Veterans’ Administration hospital or the medi- 
cal school. He will be appointed as a full-time member of the Veterans’ Adminis- 
tration hospital staff and his official title will be Veterans’ Administration 
clinical investigator. The clinical investigator will have the same relationship 
to hospital management and staff as any other full-time physician and dentist. 
The overall responsibility for following and promoting the progress and develop- 
ment of the investigator will lie with the deans committee. The more specific 
and intimate guidance of the investigator will be the responsibility of the pre- 
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ceptor chosen. While the investigator will be doing independent research, there 
must be assurance of a close association with competent investigators and leaders 
in his field of interest at all times. 

(2) Faculty appointments.—The clinical investigator may accept a faculty ap- 
pointment without added compensation. 

(3) Salary.—The clinical investigator will be appointed at intermediate grade. 
The beginning salary is $8,990 per annum. He will be eligible for the standard 
periodic in-grade raises. This salary is subject to Federal and local income 
taxes. If the candidate holds American Specialty Board certification, he is 
entitled to an additional 25 percent. The clinical investigator may not accept a 
salary or fee from any source other than the Veterans’ Administration, and he 
eannot hold another fellowship concurrently with his Veterans’ Administration 
appointment. The clinical investigators at the end of 3 years of service will be 
considered for advancement in grade as soon as eligible. Physicians or dentists 
currently employed who now hold senior or chief grade appointments may 
apply for positions as clinical investigators, but during the period of investiga- 
torship they must accept a grade reduction to intermediate grade. 

(4) Grants-in-aid.—The clinical investigator may apply for a grant-in-aid 
for his research from a private source or another Government agency as specified 
for other full-time employees. 

(5) Committee membership.—rThe clinical investigator may not serve on the 
hospital research committee but may act in an advisory capacity. He may accept 
membership on national advisory committees. 


Administration of the program 


(1) Administration and financing.—The cilinical investigator program will be 
administered by the Office of Research and Edueation, Department of Medicine 
and Surgery, Veterans Administration, Washington, D. ©. Additional funds 
will be provided by central office to those Veterans’ Administration hospitals 
selected for the training of the clinical investigators. 

(2) Annual review.—The Office of Research and Education will request : 

(a) An annual report of progress from the clinical investigator. This 
should include manuscripts or reprints of articles prepared during the year. 

(b) An annual report from the investigator’s preceptor and/or the hos- 
pital research committee. The deans committee may submit a separate 
evaluation if desired. 

(3) Benefits of Full-Time Appointment.—The clinical investigator is eligible 
for retirement and insurance benefits as are all other full-time Veterans’ Admin- 
istration physicians and dentists. He may have 30 days of annual leave and 15 
days sick leave per calendar year. Wmployee compensation benefits, educational 
and promotional opportunities and disability retirement are part of the career 
program of the Veterans’ Administration. 

(4) Travel. (a) If in an unusual circumstance the central advisory com- 
mittee should require a personal interview of a candidate, he will be so advised. 

(0) Moving expenses to the first location of his investigatorship cannot be 
paid to a non-Veterans’ Administration employee. After appointment, travel 
expenses can be paid. 

(5) Publications.—The investigator will be free to publish the results of his 
work under the same regulations as apply to all Veterans’ Administration phy- 
sicians. All publications should include a footnote stating that the author is a 
Veterans’ Administration clinical investigator and giving the name of the Vet- 
erans’ Administration hospital and associated medical school. 

(6) Time of awards. Appointment of clinical investigators will be made semi- 
annually. Application for consideration at the fall meeting must he received 
by the Office of Research and Education not later than October 15. At that 
time the committee will consider applications for both July and January appoint- 
ments. At the early spring meeting, additional candidates for July appoint- 
ments will be considered. Applications for consideration at the spring session 
should be received in the Office of Research and Education by March 15. The 
sandidates will be notified of their selection by the Chief Medical Director 
through the hospital manager as soon as possible, and an announcement of ap- 
pointment will be sent to the dean’s committee at the same time. 


WILLIAM S. MIDDLETON, M. D., 
Chief Medical Director. 
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PROGRAMS ON MENTAL CASES 


Senator Maanuson. Just 2 or 3 more questions on mental cases. 

It has been suggested that not enough has been done on the 
psychotherapy, rundown of individual cases, so it is well documented. 
Do you have enough people to do that job? 

That would be in your aging program, too, would it not / 

Dr. Mippieron. It would be a factor there. 

Senator Magnuson. It would be a factor ¢ 

Dr. Mippieron. We have, of course, extended programs not only 
in residency for physicians in psychiatry, but also in the clinical 
psychologists, and in the counseling psychologists. These are two 
skills that are very essential in the care of the mentally ill. 

There are 625 clinical psychologists in training and 134 counseling 
psychologists. 

This is a contribution to the total cause, although we do recruit over 
90 percent of these into the Veterans’ Administration after they have 
finished their training. 

Senator Macnuson. If you are called upon to make some private 
studies on some of the new drugs, you are equipped to do that? 

Dr. Mippitreron. Yes, sir. 

Senator Magnuson. Before they get into large-scale use / 

Dr. Mippieron. Yes. 

Senator Maanuson. I think the hospital would be the best place 
for that. 

PSYCHOTIC PATIENTS CARE 


The record also ought to show how important this thing is. My 
figures are that 40 percent of the psychotic patients have been hos- 
pitalized 10 or more years, and 17 percent, 9,000, have been permanent 
residents over 20 years. Is that correct? 

Mr. Rosen. Yes. 

Senator Magnuson. That is something we had better take a long 
look _ do you not think ? 

Mr. Rosen. Yes. 

Senator Magnuson. Then we have discussed the travel. I think 
that is about all I have. 

Senator Potter wants to ask more about that construction. 

Senator Porrer. Colonel Edgar, I am sorry I was not here when 
you testified earlier. 

Mr. Enear. That is all right, sir. 

Senator Porrer. I do feel I should be fortified if I go up there 
Sunday. 

Mr. Epear. Did you get the information I gave your office yester- 
day ¢ 

Senator Porrer. Yes. I have not had a chance to go over that. 
There may be some duplication here. 


RENABILITATION AT BATTLE CREEK, MICH., HOSPITAL 


It is my understanding, with the rehabilitation at the Battle Creek 
Hospital facility, that there is nothing scheduled in this year’s budget. 
In other words, we did this year’s work last year. 


Mr. Epear. Fiscal year 1956 and fiscal year 1957 projects were com- 
bined. 
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Senator Porrer. Is there anything in the budget this year? 

Mr. Enear. No, sir. 

Senator Porrer. What do you have scheduled for next year, or in 
the future for that hospital ? 

Mr. Enear. This program is going on—while that is being looked 
up—phase 1 of the rehabilitation an modernization, what we call the 
R. and M., was fiscal year 1956; phase 2, fiscal year 1957. We com- 
bined the two, and that is under design now by the architectural engi- 
neer in Detroit. 

Senator Porrer. The work should start there next year ? 

Mr. Epear. Those plans should be done, I would say, in July or 
August, and possibly put out to bid late this fall, yes, sir. 

enator Porrer. be I have that information in my office? 

Mr. Epear. I am quite sure, sir. I will make a note and check what 

we gave your office yesterday. 


TYPE OF WORK PROPOSED 


Senator Porrer. What does that consist of now ? 

Mr. Envear. That consists of alterations and additions, alterations 
to buildings, and additions to utilities. A new kitchen and dining 
hall, addition to the steam distribution system, and the boiler plant, 
and therapeutic exercise clinic building. 

Senator Porrrer. That includes the therapeutic exercise clinic 
building ? 

Mr. Epear. That is right. 

Senator Porrer. What is projected for the future? And how is that 
scheduled ? 

Mr. Enear. There is nothing in the fiscal year 1958. In the fiscal 
year 1959 

Mr. ScuweicKart. Colonel Edgar, the work that is contemplated 
for fiscal year 1959 in Battle Creek includes an improvement of the 
electrical and mechanical underground distribution systems, work on 
zone controls, canteen and library, theater alterations, and alteration 
of the recreation building No. 6. There is a right substantial pro- 
gram contemplated in this next phase. 

Senator Porrer. Would it be helpful at all if any of that could be 
split up for this year’s budget? In other words, you are going to have 
a lapse of a year in there. 

Mr. Epear. It is quite a large program in the first two phases we 
have launched. 

Senator Macnuson. You think that will phase in all right? 

Mr. Epear. That is right. 

Mr. Scuwerckart. You find it that way, Senator, because the inter- 
ference with the station would be too extensive if you attempted to do 
it all at once. 





DEARBORN, MICH., REHABILITATION 


Senator Porrer. What about the one at Dearborn? 

Mr. Scuwerckart. We have a current project for alteration to util- 
ity shops and warehouse, and the alteration of the NP ward which 
has been completed. There is nothing in the fiscal year 1957 program. 
In the fiscal year 1958 program there is a clinical laboratory expansion 
and a new animal building contemplated. 
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BUILDING CONTEMPLATED AT ANN ARBOR, MICH. 


Senator Porrer. You also have a new animal building contemplated 
for Ann Arbor? 


Mr. Scuwercxarr. That is correct. 

Senator Porrer. I am wondering if you could give me a little memo- 
randum on what you have projected for the future for those VA 
hospitals in Michigan. 

Mr. Epear. Ann Arbor, Dearborn, and Battle Creek? 

Senator Porrer. Yes. 

Mr. Epear. We will get that to you this afternoon. 

Senator Maenuson. Is that all? 

Senator Porrer. Yes. 

Senator Maenuson. I have no further questions. Thank you very 
much, Doctor. We appreciate all of you coming here. 


We will leave the record open a few days in case you want to make 
some corrections. 


HOUSING AND HOME FINANCE AGENCY 
HOUSING STUDIES 


ADMINISTRATIVE EXPENSES AND CONTRACTS 


STATEMENT OF WALKER MASON, ACTING ADMINISTRATOR; AC- 
COMPANIED BY OAKLEY HUNTER, GENERAL COUNSEL; M. CAR- 
TER McFARLAND, ACTING ASSISTANT ADMINISTRATOR, PLANS 
AND PROGRAMS; AND JOHN M. FRANTZ, AGENCY BUDGET 
OFFICER 


AMOUNTS REQUESTED 


Senator Porrer. In the supplemental estimates in House Document 
115, submitted in March, HHFA asked for $170,000 for administrative 
expenses, and $800,000 for contracts. 

sored the hearings on the third supplemental last Monday, May 
13, in requesting restoration of the item that was left out by the House, 
HHF A requested $140,000 for administrative expenses, since the $30,- 
000 additional had been estimated for use in 1957, and requested the 
full $800,000 for contracts. 

Senator Saltonstall suggested deferring the request to the regular 
1958 bill. 

At the markup on the third supplemental last Wednesday, May 15, 
the full committee referred the item to the Independent Offices Sub- 
committee for consideration in the 1958 bill. 

I have, and I will make it part of the record, that part of the budget 
message provided as House Document No. 115 which applies to this 
item. 

(The report follows :) 


HOUSING AND HOME FINANCE AGENCY 
“OFFICE OF THE ADMINISTRATOR 


“ADMINISTRATIVE EXPENSES, HOUSING STUDIES 


“For administrative expenses in carrying out the program authorized by sec- 
tion 602 of the Housing Act of 1956 (70 Stat. 1113), $170,000, to remain available 
until June 80, 1958.” 
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The Housing Act of 1956 provided contract authority for a program of studies 
with respect to housing supply and demand, characteristics of the housjng mar- 
ket and the mortgage market, and studies in residential design and construction. 
This proposed appropriation is to provide for the administrative expenses of 
carrying out the program for fiscal years 1957 and 1958. 


“HOUSING STUDIES (LIQUIDATION OF CONTRACT AUTHORIZATION) 


“For payment of obligations incurred pursuant to section 602 (b) (1) of the 
Housing Act of 1956 (70 Stat. 1113), $800,000, to remain available until ex- 
pended.” 

The Housing Act of 1956 provided contract authority of $2,500,000 over a 
8-year period for a program of studies with respect to housing supply and 
demand, characteristics of the housing market and the mortgage market, and 
studies in residential design and construction. This proposed appropriation is 
for payment of obligations incurred in the form of contracts with private organi- 
zations or pursuant to working agreements with other Government agencies for 
performance of such studies. 


TELEGRAM FROM ADMINISTRATOR 


Senator Porrrer. The committee has a telegram from the Adminis- 
trator, Mr. Cole, addressed to Senator Magnuson, explaining that on 
short notice it was impossible for him to be here this morning. We 
will insert his communication in the record at this point. 

(The telegram referred to follows :) 

TopeKaA, KAns., May 17, 1957. 
Senator WARREN MAGNUSON, 
Senate Office Building, Washington, D.C.: 

Regret short notification of hearing on Housing research appropriations pre- 
vents my appearance. However, I wish to express my deep concern and interest 
in this program. Will appreciate your usual thoughtful consideration of the 
Agency’s presentation. 

ALBERT M, CoLe, Administrator. 

Senator Porrrr. In Mr. Cole’s absence the Housing and Home 
Finance Agency is represented this morning by the Acting Adminis- 
trator, Mr. Walker Mason. 


PROGRAM OF HOUSING STUDIES 


Senator Porrer. Now, Mr. Mason, do you care to make a statement 
on this item ? 

Mr. Mason. May I read this statement ? 

Senator Potter. Yes. 

Mr. Mason. We are here this morning to discuss with the committee 
budget estimates for the program of housing studies authorized by 
section 602 of the Housing Act of 1956. By way of background, I 
should remark that the President’s budget included these supplemental 
estimates. These were: 

1. $170,000 for administrative expenses to support the staff neces- 
sary to plan and carry out this program through June 30, 1958; and 

2. $800,000 for payments pursuant to contracts we would propose 
to make for carrying out specific study projects. 
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The estimates were transmitted to the Congress as supplemental 
budget requests in House Document 115. Both items were disallowed 
in the House bill. The House committee report expressed the view 
that such studies, while perhaps useful, are not “essential at this 
time.” 

RESTORATIONS REQUESTED 


We recently appeared before the full Senate Appropriations Com- 
mittee in connection with its consideration of the third supplemental 
appropriations bill, 1957, to recommend restoration of these appropria- 
tions. However, it was the sense of the committee that it would be 
impossible for the agency to make any appreciable start on this pro- 
gram for the balance of the current year, and we acknowledged that 
this is the case. Indeed, it was for that reason that the amendment we 
suggested to the committee provided for only $140,000, or that portion 
of the budget request applicable to the 1958 fiscal year. For these rea- 
sons, the committee recommended that the budget request be discussed 
with your subcommittee so that it might be considered as part of the 
regular 1958 budget program for the agency. 

‘As the committee may know, I have ‘been in my present position as 
Deputy Administrator of the Housing and Home Finance Agency only 
a very short time, and accordingly I will not undertake to talk about 
the details of the program of housing studies we propose in this esti- 
ae 

I do know, however, that the Administrator, Mr. Cole, is keenly 
interested in this item and feels that it is urgently needed as a means 
of providing more complete and more reliable information for the use 
of the executive branch and the Congress—as well as the industry— 


during this period when so many vital decisions of public policy are 
being 1 made in the field of housing and community development. 

Mr. Cole has asked me to present to you his earnest recommenda- 
tion that necessary funds be appropriated to permit this desirable 
housing studies program to go forward. Mr. M. Carter McFarland, 
acting assistant administrator for plans and programs, is here with 
me to discuss the program in such detail as the committee may desire. 


STUDY REQUESTED BY CONGRESS 


Senator Porrer. Is it not true that you were requested to make this 
housing study by the Congress ? 

Mr. Mason. That is right. 

Senator Porrrer. As I understand it, the study has not started yet? 

Mr. Mason. That is right. 

Senator Porrer. You came in when we were discussing the supple- 
mental appropriation bill to request funds to get it started immedi- 
ately ¢ 

Mr. Mason. That is right. 

Senator Porrer. But it was the wisdom of the committee, because 
it would make a difference of just a couple of months, that we asked 
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you, rather than to secure funds under a supplemental bill, to start im- 
mediately to make your appeal for funds for the 1958 fiscal year ? 

Mr. Mason. That is right, sir. 

Senator Porrer. So you could start your program July 1 if this 
item was recommended ? 
Mr. Mason. Yes, sir. 







NEED FOR STUDY 




















Senator Porter. I know that Mr. Cole is interested in this, but I 
think, for the record, a statement should be made as to the need for this 
study. 

Mr. Mason. I should like, Mr. Chairman, to read from the justi- 
fication that we prepared for the House, which emphasizes the purpose 
of the studies. 

Senator Porrer. Fine. 

We are delighted to have with us today one of our great housing 
authorities in the Senate, Senator Sparkman. I know he will be 
permitted at any time to ask questions. 

Senator Sparkman. Thank you. I am interested in hearing. I 
would just like to sit by, if I may. 








REPORT BY SENATE BANKING AND CURRENCY COM MITTEE 


Mr. Mason. The Senate Banking and Currency Committee in its 
report on S. 3855, 84th Congress, which ultimately became the Hous- 
ing Act of 1956, set out the purpose of the program of housing studies 
in the following language: 





























One of the most urgent needs is information which will indicate present and 
prospective trends in the supply and demand for housing. The characteristics 
of the housing market must be better known—the volume of sales, the terms of 
financing, the trends in prices, and the physical types and sizes of recently com- 
pleted units. It is also necessary to have more accurate information regarding 
the availability of housing credit under various conditions in the housing market 
and the effect of housing credits on the volume of construction * * * 

A governmental housing program cannot proceed in an enlightened and 
orderly fashion unless the housing agencies are informed about the housing needs 
of the people at all income levels and all parts of the country * * *. Information 
about such needs, together with related statistics on the market supply and 
demand, are indispensable to the most effective administration of HHFA. 


That, I think, Mr. Chairman, outlines in brief the real purpose of 
the studies. 

Senator Porrer. Is it true that the information you seek to develop 
asa result of this study is not presently available ? 

Mr. Mason. That is right, sir. 

Senator Porrrr. I would assume, as far as the problem of housing 
financing, that insurance companies, bankers, mortgage houses, and 
so forth, would be very much interested in the results of this study. 

Mr. Mason. That is right. 

Mr. McFaruanp. Senator, I think maybe I ought to make two points 
on your question, if I may. 
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DATA COLLECTED 


One, we have consulted extensively with the other agencies of Gov- 
ernment which do collect data bearing on housing, particularly BLS 
and Census. We have made very exhaustive efforts to avoid request- 
ing any kind of data here which would in any way duplicate anything 
that has been done. 

We have an elaborate statement, which several agencies got together, 
which outlines the relationship between the data presently collected 
by Census and BLS, and that which we propose to collect under this 
program. 

We have made a real effort to avoid duplication. I am confident 
I can say there is no duplication, and it is data that does not now 
exist. 

Secondly, sir, we went through an extensive process of consultation 
with experts within the Government, and indveteh insurance com- 
panies, savings banks, real-estate people, home builders, representa- 
tives of local governments, I think it is accurate to say that the 
projects which we are proposing here represent pretty close to the 
unanimous judgment of all of these people as to what is needed— 
that is, what more is needed. 

We do not suggest, because we are asking for this, that that makes 
what is presently being gathered any less necessary. 

Senator Porrer. It is not duplication, but supplementation of what 
information you now have? 

Mr. McFartanp. That is right. 

Senator Porrer. As I understand, there are eight different phases 
which you plan on studying; is that right ? 

Mr. McFartanp. Yes, sir, yes; roughly that. They fall into slightly 
different categories. 

Four or five of the items that we are proposing—housing trans- 
action study ; development of local housing information; conversions, 
demolitions, and disaster losses; and characteristics of residential 
alterations and repairs—are projects which we could undertake imme- 
diately we got funds. The reason is we were able to develop those 
in some detail, and we have already gotten tentative estimates from 
the BLS and Census as to what they would cost. 

These are pretty concrete. These are things we feel, with consid- 
erable confidence, we could proceed on right away. We can define 
them pretty well, and they are so well established as to need, that 
we feel we could go ahead with them with confidence of success. 

Some of the other items are a little more preliminary, in the sense 
we would have to spend some time defining them more accurately. 

Senator Porrer. Like your “housing for the elderly” ? 

Mr. McFartanp. That is right. You know the oreat general inter- 
est in this subject. But we certainly do not want to rush off and 
spend money on what would be unprofitable. I think experience in 
this kind of study has been that you have to know what you are going 
todo. You ought to spend some time in advance defining your proj- 
ects. It gr eatly enhances the prospects of success, 
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METHOD OF HANDLING STUDIES 


Senator Porrer. Would you handle the studies directly by the 
agency, or farm them out ? 

Mr. McFarianv. We would propose emphatically not to set up an 
extensive data-gathering organization in the HHFA. So far as these 
projects involve data, we would use existing facilities of BLS, Census, 
and other agencies of Government which are well equipped and have 
the staff and know-how. 

We would contract for things like demolitions and housing transac- 
tions. In some other cases we probably would contract with colleges. 

We propose, sir, a limited staff, sufficient really to guide and direct 
this program, but not to go out and collect the data themselves. 

Senator Porrer. How big a staff do you need for this study ? 

Mr. McFaruanp. I think our estimate, Mr. Frantz, is 20 people? 

Mr. Frantz. Twenty. 

Mr. McFarianp. About 20 people. 

Senator Porrer. How long would you anticipate your study would 
ast ? 
AUTHORITY FOR STUDY 


Mr. McFartanp. The authority in the law is for 3 years, sir. The 
proposal we have here now is for the first year, to get it started. 

Certain of these items we propose, like the housing transactions 
study, for example, we would hope to make a recurring report. The 
funds we are asking here would only finance one of them. But if we 
can get it started, we could come back the second year and request funds 
to keep it going. We, sir, are trying very hard to get more current 
indicators of housing activity. Ww e now have actually only one index, 
and that is the housing starts series. Everyone looks at. that. We 
would like to develop more continuous indicators of the dynamics of 
the housing market. We think this housing transactions series would 
throw great light on the character of the potential demand, the extent 
to which the housing market as it operates is satisfying the needs of 
various segments of the population, various income groups, and so on. 
This kind of information we just do not have. 

We can speculate on how long the present housing demand can con- 
tinue and the extent to which we are running out of new families, and 
all of that, but we really do not know, sir. 


APPROPRIATION LANGUAGE 


Mr. Franvrz. In connection with the staff, Senator Potter, it might 
be pertinent to point out, in order to dispel any idea we are planning 
to build up a large research staff, that we submitted 2 separate items of 
appropriation, and the language is worded so that the $800,000 would 
not be available for salaries of direct research staff. 

Senator Porrer. It would be available for contract work? 

Mr. Frantz. That is right. 

Senator Porrer. We are fortunate in having with us Senator Spark- 
man, who is chairman of the Banking and Currency Committee. 
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John, do you have any questions you would like to ask? You are 
more familiar with this than I am. 

Senator Sparkman. Mr. Chairman, of course you did not intend 
to say I was chairman of the Banking and Currency Committee, but 
just of the Housing Subcommittee of that committee. 

Mr. Chairman, I have a statement here that I would like to submit, 
instead of reading, and if I could, ad lib briefly, giving part of the 
contents of the statement. 

Senator Porrrr. Certainly. 


Hovustne ResEaRcH PROGRAM 


STATEMENT OF HON. JOHN J. SPARKMAN, A UNITED STATES 
SENATOR FROM THE STATE OF ALABAMA 


BACKGROUND OF PROPOSAL 


Senator Sparkman. Mr. Chairman, I am glad I was present while 
these gentlemen were testifying on this point. I have been in commit- 
tee myself, or I would have been here much earlier. 

As has been stated, this was suggested, or rather it was given as an 
obligation to the Housing Agency by Congress. It originated in the 
Banking and Currency Committee of the Senate. It was not the 
thought of any individual Senator. 

The background of this program of housing research goes back to 
the Housing Act of 1949, in which the Congress assigned to the Ad- 
ministrator of HHFA responsibility for conducting such a program. 
Later, the 83d Congress liquidated the research program by refusing 
to appropriate sufficient funds. And yet every year the Housing Sub- 
committee runs into the problem that these gentlemen have stated 
here—we are forced to speculate on many things because necessary 
information is not always available. 

You would be interested, for instance, in a colloquy between mem- 
bers of our committee—the Banking and Currency Committee—and 
the Federal Reserve Board back in the early part of the year when 
someone simply asked a question about housing and its impact on the 
Nation’s economy. This question was bandied back and forth with 
the result that even experts could not agree as to how many units 
of housing we needed, how many we were producing and so forth. 








NEED FOR HOUSING UNITS 


I think Senator Lausche asked the question: What is the need each 
year for housing units? The colloquy that grew out of that question 
was a wonderful demonstration of just how lacking we are in exact 
information. 

Take for instance, the rate of new family formation. We know 
about how many new families are formed each year, but we know very 
little about the pattern that they would establish in the procurement 
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of new homes, old homes, type of housing that they would get if there 
were a ready market, on these families were able to get what they 
wanted. 

We just finished the housing bill yesterday. That bill contains the 
amendments proposed to the Senate by the Banking and Currency 
Committee. 

As these gentlemen have stated here, it is true for us as it is for them, 
that much of our proceedings are based upon certain assumptions. 


ESTABLISH MENT OF FHA DOWN PAYMENTS 


During our hearings the question came up about the establishment 
of FHA down payments. There were a half dozen different recom- 
mendations as to what the down payments should be and whether they 
should be liberalized. We got into a discussion—what effect does this 
have on housing ? 

One Senator may think that reduced down payments would serve as 
a tremendous stimulus. Another thinks it might tend to influence the 
type of housing built. Somebody else talks about inflation. So we 
go, and we never have adequate information upon which to base our 
procedures. 

SUPPORT OF PROGRAM 


I think this is one of the finest programs that could possibly be au- 
thorized, and I think it could be done with relatively small amounts 
of money. I use that word “relatively” advisedly, because $800,000 
is still a lot of money to me, but it is relatively small when we think of 
it in terms of the annual budget. 

I think it might very well be a profitable thing for us. We could 
save many times more than that amount of money if we had the infor- 
mation available that would serve to guide us in setting up these hous- 
sing programs from year to year. 

I have often used this figure—I do not know how correct it is. I 
just more or less pulled it out. of the : air, but it is not far from right. 
That is, that the Government becomes obligated each year for about 
$10 billion additional in the way of housing. Now, it is a pretty good 
investment to find out just how sound that investment is and whether 
or not we are proceeding along the best lines. I feel with the kind of 
a study that is requested here, we would know a lot more about hous- 
ing needs, and the proper methods of programing. 

(Senator Sparkman’s prepared statement follows :) 


STATEMENT OF SENATOR SPARKMAN, CHAIRMAN OF THE HovusING SUBCOMMITTEE 
OF THE SENATE BANKING AND CURRENCY COMMITTEE 


Mr. Chairman and members of the subcommittee, I am glad to have this 
chance to express my views on the urgent need for the program of housing 
studies authorized by section 602 of the Housing Act of 1956, and to express 
my support for the Housing Administrator’s request for funds to carry out 
this program. 

First, let me remind the members of the subcommittee that section 602 did not 
originate in the executive branch. This authority for a program of housing 
studies was recommended to the Senate Banking and Currency Committee by 
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a number of witnesses. The committee approved this program primarily be- 
cause we in the Banking and Currency Committee have been required to make 
decisions on housing legislation without the basic facts needed to measure the 
need to be met or the likely effects of the proposed legislation. 

If the Congress is to make responsible decisions on housing legislation, it 
must have accurate information on the extent to which the housing needs of 
the American people are being adequately met on the present market. It must 
have reliable information on the unmet housing needs of middle and low-income 
families, minorities, the elderly and other special groups. The Congress must 
have more complete and accurate information on the supply of investment funds 
and the flow of such funds into mortgages. If it is to pass intelligently on 
proposals for modification in FHA downpayment ratios, it must have a factual 
basis for judging the effects of such changes in financing terms on the flow of 
mortgage funds and on the ability of families of various incomes to buy the 
housing they need. 

Time and again we have asked the Housing Administrator and other witnesses 
to supply us with the answers to these and a host of related questions. The 
Housing Administrator has been able to give us his opinion. Sometimes he has 
been able to supply us only with his best guess. He has not been able to supply 
the facts which are so essential to reliable judgments in this complex field. 

In making these observations, I do not intend to blame the Housing Admin- 
istrator for his inability to provide the Congress with the information which it 
needs. The plain fact is that this essential information on important housing 
matters does not exist. Or if it does exist, it is of no use because it has not been 
collected and compiled. 

Mr. Chairman and members of the subcommittee, housing is one of the biggest 
industries in America. The prosperity of this industry is of vital importance 
to the stability of our economy. The welfare of our people is closely tied to 
the condition of their housing. The elimination of substandard housing and 
the satisfaction of the housing needs of our people are vital national objectives. 
The Government is deeply committed to these goals and, through the various 
housing laws, deeply involved in the methods by which we seek to achieve these 
goals. Every year Congress is called upon to make hundreds of legislative 
decisions which affect vitally the conditions in the housing market and the 
ability of the people to improve their housing standards. 

I firmly believe that the time has come for us to recognize that housing is too 
complex and too important to continue making these decisions by guess and 
by gosh. We must assemble the information and collect the data which are the 
only basis upon which prudent decisions can be made. This is the reason the 
authorities contained in section 602 of the Housing Act of 1956 were passed by 
the Congress. This is the purpose of the appropriation request before you. 


EFFECT OF FUNDS RESTORATION 


Senator Porrrer. I wonder if it might be desirable for the committee 
to have available for the record an estimate of what—as I under- 
stand from the testimony that you have given, if you had full 
restoration you would be able to start upon about four of the studies at 
the present time, and the others you would initiate as soon as you got 
your staff, defined your problem, and so forth. 

We have an economy-minded Senate today, as you well know. 
Would you have any suggestion to offer as to the amount you felt 
would be necessary to start the immediate study, that is, that you 
plan to start immediately, and possibly the others you could define 
your problems, and then come back for a later request. 

I am just throwing that out so the committee when they meet would 
have something to work with. 

Mr. McFaruanp. I can break it down for you right here, if you 
care to. 
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Senator Porrer. I think it might be desirable, Mr. Chairman. 
Mr. McFaruanp. [ think, if you forced me to choose one, 
Senator Porrer. You are being forced. 





IMPORTANCE OF HOUSING STUDY 





Mr. McFaruanp. I would say the housing transaction study which 
we have listed there is by all odds the most important in terms of 
the sort of things that Senator Sparkman was talking about. I do 
not mean the others are not impotrant. 

Senator Porrer. How much would that cost? 

Mr. Frantz. Those are tabulated on B-18 of the book you have in 
front of you. 

Mr. McFartanp. The table shows you how we propose to spend the 
money. We have $250,000 for that one, all of which we think we could 
spend in the next year. 

Do you see it, Senator? 

Senator Porrer. Yes. 

Mr. McFaruanp. I think that would be one we could go ahead with 
right away. It fits both categories. It is urgent, we think, and it is 
one we would be prepared to move on very quickly. 


OTHER PROJECTS NEEDED 


Conversions, demolitions, and disaster losses is another project 
which we could move on right away. We have that listed for $150,000 
for the study. 

Senator Porrrr. I would assume that that information is also 
greatly desired by Civil Defense and other agencies of Government. 

Mr. McFartanp. Yes—the Council of Economic Advisers, for ex- 
ample. It has both housing and general economic significance, in 
addition to, as you say, civil defense significance. This is one that 
I guess nobody really objects to. This has been needed for years, sir. 

The study on the techniques for measurement of housing quality. 
This, I guess, is a pretty discrete and concrete project. There is a 
good deal of urgency to this one. I guess I would want to list this 
very near the top. 
Senator Porrer. In the first priority ? 























INFORMATION NEEDED FOR CENSUS PURPOSES 


Mr. McFartanp. At the end of the first priority group, for the 
reason that the significance of this work would be for the 1960 census. 
There is a great deal of interest. in developing better measurements 
for census purposes. AI] the local development agencies all over the 
country want to have a better measure of housing quality, because 
everybody knows there are degrees of deterioration. What is faintly 
substandard area? What is a really bad one? These are the kinds 
of questions for which we need answers. I think this is a pretty 
urgent project and one which could go ahead rather quickly. — 

The operation of the mortgage market, urban renewal studies, and 
physical research all fall in the category of exploratory things on 
which we would want to spend more time before we could develop 
concrete projects. 
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Characteristics of residential alterations and repairs is an item 
ready to go. That is $115,000. 

Now, I suppose those fit your question. 

Senator Porrer. That would be No. 1 priority ? 

Mr. McFaruanp. If we are going to slice it, yes. 

Housing for the elderly, sir, I think you would agree, is important. 
However, it would take a while to define a concrete project. This is 
the sort of thing, as you say, we could perhaps study a little further, 
if that is the way you want to do it. 

The prices of new and existing housing is stated here flatly as an 
exploratory thing. Frankly, we do not know what the right index 
is. Ithink everybody agrees we need, in any kind of study of housing 
development, a price index. This is the first thing you look for, 
but it is not a simple problem technically. So this is experimental, 
and developmental. 


LOCAL HOUSING MARKET INFORMATION 


Now, the development of local housing market information falls 
in a little different category. This is something we could start rather 
quickly. It is very difficult, sir, to estimate in advance the speed with 
which it would progress, because this is something we would be try- 
ing to stimulate local people to do. How many communities would 
rise to our bait and set up the proper kind of data collection agencies 
is difficult to say. 

Mr. Frantz. I think you left out financing commitments and ad- 
vance indicators. 

Mr. McFartanp. You are right. 

Senator Porrer. Could you start on that right away? 

Mr. McFarianp. No, sir. That is also in the category of explora- 
tory work. We think it isa very important one. If there is anything 
Congress or the administrator needs to know, it is what is in the mill 
now, what volume of housing activity can we expect 4 months from 
now. But it is experimental in the sense we have to work out the 
right kind of indicator. 

CONTRACT STUDIES 


Senator Magnuson. Where you list your contracts and expendi- 
tures, in those cases you already have started the study? 

Mr. McFarianp. We have not started any yet. This is a proposed 
phasing of expenditures. None of it has occurred, sir. 

Senator Magnuson. What do you mean by contracts? 

Mr. McFaruanp. This is contracts to be made. 

Mr. Frantz. Estimated amount of the commitment. 

Senator Magnuson. Take housing for the elderly. You would 
make a contract for $25,000 ? 

Mr. McFartanp. That is what we estimate we would probably come 
up with. I do not think, sir, if you gave us the authority tomorrow, 
we would make that contract right away. We would feel obligated 
to study it pretty thoroughly to make sure we made the right contract. 

Senator Magnuson. It is something we have to do sooner or later 
in that field. 

Mr. McFaruanp. I agree with that, sir. 

Senator Porrer. Most elderly people are inadequately housed. 
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Mr. McFarztanp. And so little is known about their needs and 
desires. 

Mr. Frantz. May I make one suggestion in the light of the tenor 
of your question, Senator Potter? 

1 think it ought to be said that the $170,000 for staff expense could 
not be reduced ‘proportionately if you were to pick and choose among 
those contract studies. 

Mr. McFaruanp. I would like to make one statement on the ques- 
tion of staff. I have worked on this for 5 or 6 months to develop this 
proposal. We got this from experienced people in Government who 
have done this sort of thing. 

You have got to have enough staff people to define these projects 
and to review them. One research director told me you get out of a 
research project what you are prepared to put into it. 

Results from research do not automatically happen. You do not 
automatically get results because you make a contract with some 
agency. You must have some skilled staff people to push and pursue 
and evaluate the projects. That is the reason Mr. Frantz says the 
administrative budget, which is fairly small, ought not to be reduced. 

Senator Porrer. I would assume, 1f the committee—and I am just 
speaking from knowing the tenor of the Senate—we want to know 
what has top priority and what you are ready to start on immediately. 
If you have the funds to carry ‘out the projects which you are ready 
to start, which you have given top priority to, and then the staff to 
do the exploratory work, “maybe not entering into contracts, but on 
the problem of the elderly and some of these others, where it will take 
some staff work, that might be a workable solution at this time. I do 
not know. I am just throwing that out. 


Senator Magnuson. If there are no further questions, thank you. 
sir. 

Mr. Mason. Thank you. 

(Whereupon, at 12:35 p. m., Friday, May 17, 1957, the subcom- 
mittee adjourned, subject to the call of the Chair.) 

(The following letters were later received :) 


NATIONAL SCIENCE FOUNDATION 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
May 24, 1957. 
Hon. WARREN G. MAGNUSON, 

Chairman, Subcommittee on Independent Offices and General Government 
Matters, Senate Appropriations Committee, United States Senate, Wash- 
ington, D.C. 

My Dear SENATOR: As you probably know, I am greatly interested in the pro- 
gram of the National Science Foundation, and particularly in the social science 
research carried on by that agency. 

Upon checking into the House action with respect to the fiscal 1958 appro- 
priations for the National Science Foundation, I was very much disturbed to ob- 
serve that the budget request for the Foundation had been reduced substantially 
by the House. 

Under the circumstances, I would appreciate it very much if the subcommittee 
would give very careful consideration to the attached statement in which I urge 
restoration of the $65 million requested in the budget for the National Science 
Foundation for fiscal 1958. Also, would you kindly include the statement in the 
printed record of the hearings on the independent offices 1958 appropriations. 

With best personal regards, 

Sincerely, 
WAYNE MORSE. 
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STATEMENT OF SENATOR WAYNE MORSE BEFORE THE SUBCOMMITTEE ON INDEPENDENT 
OFFICES AND GENERAL GOVERNMENT MATTERS, COMMITTEE ON APPROPRIATIONS, 
May 24, 1957 

NATIONAL SCIENCE FOUNDATION 


Mr. Chairman and Members of the Senate, this year the President’s budget in- 
cluded a request of $65 million by way of appropriations for the National Science 
Foundation for fiscal 1958. In view of the importance of the work carried on by 
the Foundation in the field of research, I am of the opinion that the budget request 
was quite modest. In the years ahead, the free nations of the world must depend 
far more on brainpower than on manpower in coping with great international 
problems. That is why it is important that the research Foundation grant be 
made available in greatly increased amounts. 

It was with deep concern, therefore, that I ascertained that the House had 
cut back the Foundation’s budget to its fiscal 1957 level—$40 million. In the long 
run this will prove not to represent economy but a very expensive reduction. 
In years to come our research programs will have to be intensified, and cutbacks 
today will have to be made up by increases in the future. Therefore, I urge the 
subcommittee to give serious consideration to restoration of the budget request 
of $65 million. 

Furthermore, I should like to urge that you give particular attention to the ex- 
tremely pressing need to support, within the framework of the Foundation’s gen- 
eral programs, an adequate program of research and fellowships in the social 
sciences. As one of the coauthors of the legislation setting up the Foundation and 
as one of the original supporters of a strong social science program within the 
Foundation, you will readily appreciate the urgency of providing sufficient funds 
to permit the Foundation to support, at appropriate levels, research and training 
in the many areas of basic social science which have direct bearing on the national 
welfare and national security. 

It is my understanding that only $600,000 of this year’s $65 million budget 
request by the National Science Foundation would be applicable to an extremely 
limited program of support of research in selected areas of the social sciences, 
plus an additional small amount for a handful of fellowships in areas of con- 
vergence of the social sciences and natural sciences. Notice that this represents 
less than 1 percent of the total requested budget of the foundation, a modest 
request, indeed. Yet this very meager request stands in jeopardy by virtue of 
the recent action of the House of Representatives. 

Accordingly, if it should develop, unfortunately, that the $65 million budget 
request is not restored in this case, I urge that at least $600,000 be appropriated 
to permit the foundation to begin seriously to develop a comprehensive program 
for support of significant social science research. Also I urge that it be recom- 
mended that an additional $400,000 for support of graduate fellowships in the 
social sciences be appropriated. 

I am convinced that the foundation could profitably use several times these 
modest sums for its social science programs but 1 believe that an adequate 
beginning could be made next year with these additional funds. I would ex- 
pect the Congress to provide additional funds in the years to come. 

In support of this request, I submit for your consideration, statements I have 
received from a former colleague at the University of Oregon, Dr. Luther 8. 
Cressman, one of America’s most distinguished anthropologists, and from Dr. 
Leonard 8S. Cottrell, Jr., an outstanding sociologist and social psychologist, who 
was formerly dean of the College of Arts and Sciences at Cornell University 
and is now a senior staff member of the Russell Sage Foundation. I should also 
like to direct your attention to the following excerpts from the recent report of 
the Senate Committee on the Judiciary made by its Subcommittee on Juvenile 
Delinquency (Rept. No. 130, 85th Cong., Ist sess.). I endorse wholeheartedly 
this committee’s emphasis on the importance of more basic research in the 
social sciences. 
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SocIoMETRY 
A JOURNAL OF RESEARCH IN SOCIAL PSYCHOLOGY 


An Official Journal of the American Sociological Society 


Marcu 8, 1957. 
Hon. WAYNE Morse, 


United States Senate, 
Washington, D.C. 


DerEaR Mr. Morse: My attention has been directed to the following resolution 
of the American Sociological Society adopted at its annual sessions in Detroit, 
Mich., last September : 

“The American Sociological Society notes with satisfaction the extension 
of the program of the National Science Foundation to include research sup- 
port and graduate fellowships in selected social science areas, such as 
anthropology, demography, experimental social psychology, sociology of 
science, human ecology, and related disciplines: Be it, therefore 

Resolwed, That the American Sociological Society hereby express its ap- 
preciation of the recognition and assistance to the social sciences, and that 
the Foundation be further commended for its emphasis on basie research 
in our field ; be it further 

‘Resolved, That the American Sociological Society express its hope that 
the National Science Foundation’s program be further broadened in the 
immediate future to include the social sciences proper in addition to the 
areas of convergence with the natural sciences.” 

I should like to express my wholehearted concurrence with the spirit of this 
resolution. In establishing the National Science Foundation, the Congress 
clearly authorized the Foundation to make research grants and award fellow- 
ships and scholarships in the social sciences. Quite understandably, the Foun- 
dation’s initial efforts were concentrated almost exclusively in the physical and 
biological sciences and, quite commendably, it has moved into the social science 
fields cautiously and carefully and only after intensive study and analysis. 

However, the world crisis and our domestic situation have underscored the 
pressing need for better understanding of ourselves and our fellowmen. Congress 
itself has authorized increased social science research activities by Federal 
agencies in such applied fields as social security, health, agriculture, defense, 
housing and education. There is, therefore, increasingly greater urgency to 
train specialists and to conduct research that will provide the fundamental knowl- 
edge on the basis of which applied social programs can be properly planned and 
implemented. 

The imperative necessities of the current social crisis suggest that excessive 
timidity is a luxury we cannot afford. The National Science Foundation should 
be encouraged to broaden its various program activities, including its research 
support, fellowship, scientific information, and education in the sciences pro- 
grams, to provide for reasonable support of significant research and educational 
activities in the social sciences. 

TI note that, on several occasions, the Subcommittee on Juvenile Delinquency 
of the Senate Committee on the Judiciary, chaired by Senator Kefauver, has 
recommended that the Foundation support social science research that would 
shed light on the major social problems with which that subcommittee has been 
concerned. A similar recommendation was made last vear by the Subcommittee 
on Economie Statistics of the Joint Committee on the Economic Report, chaired 
by Representative Bolling of Missouri. In the last Congress serious considera- 
tion was given to the desirability of directing the Foundation to award fellow- 
ships in the field of city planning and housing. I mention these developments 
to indicate that there is some concern in Congress with the slowness and excessive 
caution with which the National Science Board is proceeding in this area. 

A report of the National Science Foundation indicates that of the total Federal 
dollar going into scientific research and development 87 cents goes for physical 
science research, 11 cents for life science research, and only 2 cents for social 
science research. The social science share is small enough, indeed, yet consid- 
erably less than 2 percent of the total budget of the National Science Foundation 
is currently spent on support of the social sciences. 
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Some years ago, a committee of the House, known as the Cox committee, after 
itsichairman, the late Representative Cox of Georgia, concluded in its final report 
that: 

“It is entirely possible that in a time when man’s mastery over the physical 
sciences threatens him with possible extermination the eventual reward from 
the pursuit of the social sciences may prove even more important than the accom- 
plishments in the physical sciences.” 

I, therefore, strongly urge and recommend that ample funds be made available 
for the next fiscal year to permit the National Science Foundation to establish a 
Department for Basic Research in Social Science. 

I could list a whole series of problems from international relations to the devel- 
opment of automation and its economic and social significance as areas of study 
which are problems of extraordinary importance for the future, but there is no 
point in doing this, for any thoughtful person can spend a long period of time and 
not list all of them. With the tremendously rapid change which is so charac- 
teristic of modern life (any one of us who is over 50 years old can think back 
over his own lifetime), all the complex problems which face the human com- 
munity in its efforts to lead a meaningful life are enormously increased and 
sharpened in their intensity; and the only approach to being some kind of a 
master rather than a victim of life is by basic scientific research which enables 
us to understand the nature of the problems and the human beings concerned to 
provide a sound basis for intelligent action by Government and an informed elec- 
torate. The basic concept which justifies universal education and the demo- 
cratie process of government is that in the long run education will be an effective 
guide to political action. But education can only serve this end if it continues to 
replace “fictitious with factual knowledge” and, it is my firm belief that this 
end can only be achieved by the development of a greatly expanded program 
of significant, basic research in the social sciences. Two cents out of every 
research dollar in all the governmental sponsored research programs for social 
science! Think of it! 

When the National Science Foundation Act was debated in the Senate in 1948, 
you, Wayne, were, I believe, given specific and definite assurance that the bill, as 
approved, permitted the Foundation to support social science research which 
met the scientific criteria set by the National Science Board. Yet the Board has 
approached the social sciences with excessive caution, unaware of the contribu- 
tion social science research has made toward the national welfare and defense. 
Not only should the National Science Foundation devote more of its research 
funds to the social sciences, it should also provide more fellowships to graduate 
students and postdoctoral scholars in the social sciences in order to insure an 
adequate supply of properly trained personnel in these fields. If the Founda- 
tion spent only around 10 percent of its research funds and a like ratio of its 
fellowship funds for the social sciences, this would be extremely modest and 
meager, but could become the initial starting point for an important, developing 
program. 

The Government has an obligation to support the National Science Foundation, 
the only Federal organization but one devoted to basic research, yes, even direct 
it to develop the social science field of basic research on a vastly expanded pro- 
gram comparable to those of the physical and the life sciences. 

Sincerely yours, 
L. S. CRESSMAN, 
Head, Department of Anthropology. 


UNIVERSITY OF OREGON, 
COLLEGE OF LIBERAL ARTS, 


Eugene, Oregon, March 25, 1957. 
Hon. WAYNE L. MorRSE, 


Senator from Oregon, 
The Senate, Washington, D.C. 


DrarR WAYNE: I have been considerably concerned, especially in the years since 
the close of World War II, with the developing acute problems in the general 
field of education, and research in particular, and I have become seriously dis- 
turbed at what seems to me to be the course which trends in research support 
seem to be following. I take it, however, that these simply reflect the values in 
our American way of life. Although we were colleagues some 25 years ago, our 
paths have diverged. I am still, as it were, in the front line in the education 
field and you are a Senator who is in a position of critical importance to influence 
national policy. It is from this relationship that I am writing you at this time. 
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I have been a teacher of social science for over 30 years in colleges and uni- 
versities, and at the same time have been carrying out a research program both 
in social science and in a field which generally is considered to overlap with the 
natural sciences, so that I have a fairly intimate knowledge of the nature of the 
social sciences and the natural sciences. What seems to be happening in the field 
of research and the emphasis in education since World War II is inevitable and 
is the outgrowth, obviously, of the rather desperate situation in which this country 
finds itself vis-a-vis Russia. Survival in some form or other is obviously the 
issue at stake and no one can complain about the tremendous concentration on 
research in technology, the development of which may spell the difference between 
success or failure in the situation in which we find ourself. However, there are a 
great many social byproducts of this tremendously rapid rate in the development 
of technological processes as well as from other sources and it is at this point, it 
seems to me, that we are failing to recognize the nature and gravity of the social 
problems with which we are faced, or to take adequate steps to meet them. 

A National Science Foundation report, Federal Funds for Science, V, the 
Federal Research Development Budget, Fiscal Years 1955, 1956, 1957, gives us the 
most reliable figures we have available on the amount of money spent for research 
by the Federal Government; and the disparity between the different fields is 
startling. In physical sciences the estimated budget for research in 1957 was 
$2,075 million. For life sciences, $269 million, and for the social sciences, $39 
million. These figures may be presented in another way which shows how the 
research dollar is spent. On page 8 of this report the foundation states, “The 
approximate distribution of the research dollar among the major fields in the 
fiscal years 1955, 1956, and 1957 is 87 cents for the physical sciences (including 
engineering sciences), 11 cents for the life sciences, and 2 cents for the social 
sciences.” The report goes on to state, “Funds for the social sciences, while con- 
siderably more limited than those for the other fields, shows sizable percentage 
increases in fiscal years 1956, 1957, 27 and 20 percent respectively. The Depart- 
ment of Agriculture, which provides about 40 percent of the Government's total 
social sciences research funds, obligated about 25 percent more for this purpose for 
the fiscal year 1956 than in 1955; a similar increase is anticipated in fiscal year 
1957. Although the Department of Agriculture ranks first among the agencies in 
this field, the obligation for social sciences account for only about 15 percent of the 
Department's total obligation for conducting scientific research development.” 
[Emphasis mine. ] 

“Social sciences,” I am now quoting from the same report, “are those sciences 
directed toward an understanding of the behavior of individuals as members of a 
group * * *” Research in the social sciences falls into two categories, as in all 
other sciences, that is, what has come to be known as (1) basic research and (2) 
applied research and development. ‘Basic research is that type of research where 
the primary aim of the investigator is the fuller knowledge or understanding of 
the subject under study, rather than a practical application thereof.” It is a 
matter of real importance in connection with our basic research program in the 
social sciences that there are just two organizations in the Government which 
support basic research exclusively, those are the Smithsonian Institution and the 
National Science Foundation. If basic research in the social sciences is to be 
stepped up there is obviously only one place or organization which can be the 
active agent in such a program, and that is the National Science Foundation. 

I suppose the lack of awareness for the need for basic research in the social 
sciences, and I mean here toward an understanding of the behavior of individuals 
as members of a group, is due to a variety of factors. One of these, I think, is the 
nature of the history of social science itself during the development of which 
there was a great deal of confusion between real basic research and programs 
which were essentially reform movements. Another difficulty was that character- 
istic of all sciences in the early stage of the development and that is the problem 
of working out a sound and effective methodology. Another reason I think is 
inherent in our democratic way of life in which we confuse the right of the citi- 
zen as a voter to decide on policy through the ballot with the process of investiga- 
tion of a problem to determine exactly what the facts are in the relationship be- 
tween two or more variables in a social situation. Basic research, of course, is not 
concerned with policy, and the social scientist is no more concerned than a 
physicist with whether the results of his investigation indicate a situation is 
“900d” or “bad.” This is something which I think we social scientists have 
never made quite clear to the people we teach and to the public at large. I believe 
though, that the situation is changing now, certainly with regard to the develop- 
ment of a good group of hard-boiled social scientists who can, and do, distinguish 
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between the basic and applied aspects of their fields. Furthermore, methods have 
been enormously improved for research and are constantly being raised to higher 
levels of discrimination so that the results that we arrive at can withstand even 
the sharpest kind of scientific scrutiny. 

Thoughtful people in all walks of life are very much concerned with the prob- 
lems that we face as human beings living together in groups. What we need to 
realize is that, with the tremendous stimulus that is given to research in the 
physical sciences, we create many problems facing us as human beings living in 
communities that we shall be unable to meet unless we can speed up, and speed 
up tremendously, effective research in the social sciences. Some people have 
tried to talk about establishing a moratorium on research in the physical sciences 
to let the program in the social sciences catch up. This is the sheerest nonsense, 
for it cannot be done, nor will anybody try to doit. The solution is to make every 
effort to reduce the gap by much stronger support of sound basic research in the 
social sciences. It is significant in connection with my point that the Bell Tele- 
phone Laboratories at Murray Hill, N. J., have to broaden its program of re- 
search support and fellowships in accordance with the resolution of the Ameri- 
can Sociological Society. If only 5 percent of the foundation’s total budget were 
allocated for social science research and education, this would be a modest but 
commendable beginning, indeed. Such action would clearly and indisputably 
assist in achieving the objectives of the National Science Foundation Act of 1950 
which are listed in the preamble to the act as: “To promote the progress of sci- 
ence; to advance the national health, prosperity, and welfare; to secure the na- 
tional defense.” 

Very truly yours, 
LEONARD S. COTTRELL, Jr. 

P. 8.—Dr. Harry Alpert of the National Science Foundation staff is primarily 
responsible for the social science activities of that organization. I am sure that 
he would be happy, upon your request, to provide you with detailed information 
on the programs and plans of the foundation in this area. He should also be 
in position to give you some evaluation of needs for further development. 

P. P. S.—I have sent a similar letter to the President and others in Washing- 
ton, but knowing of your special interest in the social sciences I thought you 
might wish to make use of this letter in connection with Senate consideration of 
the 1958 appropriation of the National Science Foundation. 


WASHINGTON 25, D. C. 
Memorandum 
To: 
From: 
Subject: Congressional subcommittee recommendations regarding support of 
social science research by the National Science Foundation. 


The following excerpts are taken from Juvenile Delinquency, a report of the 
United States Senate Committee on the Judiciary made by its Subcommittee on 
Juvenile Delinquency (85th Cong., 1st sess., Senate Report No. 130, 1957) : 


“MORE BASIC RESEARCH IS NEEDED IN BEHAVIORAL PROBLEMS 


“The insistent demands for immediate action programs to prevent and treat 
juvenile delinquency should not obscure the equally important need for long- 
range, fundamental research on the nature of man and society. Research pro- 
vides the necessary basic knowledge concerning human social behavior upon 
which rational, effective action programs must be based. In the course of its 
deliberations, the subcommittee was impressed time and time again with the 
serious gaps in our knowledge of the fundamental mechanisms of human be- 
havior in society. Such knowledge is as essential for a far-reaching solution of 
juvenile delinquency as it is to other pressing social problems. The subcommit- 
tee, therefore, believes that the encouragement of basic research in the social 
sciences must be an essential feature of any systematic program designed to meet 
the problems created by delinquent behavior. 

“Many expert witnesses before this subcommittee have reported on various 
phases of research findings to date. In the testimony, some solid facts have 
been combined with interesting speculations and revealing insights. But much 
remains to be known. The intricate web of interrelationships among home en- 
vironment, parent-child relationships, community facilities, personality structure, 
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broken homes, intergroup relations, school curriculums, religious and spiritual 
values, and the contents of the mass mediums of communication has been neted. 
The exact nature and deeper meaning of these relationships, however, still re- 
mains to be unraveled. 

“Do disturbed children tend to watch television more than nondisturbed chil- 
dren? What does this mean in terms of the future behavior of the child? What 
are the basic personality characteristics and family environments of nondelin- 
quent children brought up in disorganized and undesirable neighborhoods? 
Do comic books reinforce, discourage, or encourage antisocial behavior? Before 
we can begin to probe thoroughly such questions, we must know a great deal 
more about the nature of human beings, the course of personality development, 
and the social and cultural processes that shape and direct human behavior. 
Basic research can do much in helping us discover and define the general patterns 
of human social behavior, and thus establish the larger contexts in terms of 
which the mosaic of questions arising from specific social problems will be seen 
in proper perspective. 

“Research plays a particularly important role in the attack upon social prob- 
lems. It permits the formulation of hypotheses that can be tested and verified 
by experiments and systematic observations. It leads to the removal of a body 
of knowledge from the realm of speculation and subjective opinion, in which 
each individual deems himself to be an expert, to the realm of assured and dem- 
onstrated fact. It substitutes proof for unwarranted assertions. For example, 
only well-designed research can provide a sound basis for evaluating the con- 
troversial allegations about the impact of television and comic books and other 
mass mediums upon the study habits and behavior of children and youths. 

“Research is also needed to provide hypotheses and guidelines in terms of 
which practical demonstration programs in juvenile delinquency can be organ- 
ized and evaluated. Thus, proposed school-community experimental programs 
for the reduction of delinquency require basic research to find the postulates for 
the foundation upon which such programs can be planned and administered. 

“Likewise, research is essential in broadening and deepening our understanding 
of man’s hopes, desires, and aspirations, and our knowledge of the social proc- 
esses by which human ideals can be achieved. Man has achieved mastery over 
nature, but now needs more than ever the fundamental knowledge about his own 
nature and his family and community relationships which will permit him to 
achieve mastery of himself. This much is axiomatic. 

“In this connection, the subcommittee has, on several occasions, recommended 
that the research support and fellowship programs of the National Science Foun- 
dation be broadened to include support of basic research and education in the 
social sciences. That recommendation is reemphasized. The importance of uti- 
lizing scientific methods in the study of human social behavior is recognized by 
all who have given thought and study to the problem. 

“The subcommittee strongly recommends that ample funds be made available 
for the next fiscal year to permit the National Science Foundation to embark 
upon a program of social science support on a reasonable scale. The Foundation 
already possesses legislative authority to undertake programs in the social- 
science fields. The subcommittee believes that such a program would clearly be 
in the national interest and would provide for meeting an important national 
need.” [Pp. 127-128; italic added.] 

“7. The subcommittee has been concerned by the lack of firm knowledge con- 
cerning the social and psychological consequences of youth employment and 
unemployment, as well as by the absence of sound information about youth’s 
career patterns, job satisfactions, and motivations. We need to know more, also, 
about the attitudes of employers who either give or deny job opportunities to 
young people and how these attitudes may be constructively modified. It, there- 
fore, recommends that appropriate agencies and groups, including the National 
Science Foundation, the Department of Labor, and the Department of Health, 
Education, and Welfare, support basic research studies in this important area of 
community life. Research is also needed to clarify the further relationship be- 
tween school dropouts and delinquency.” [P. 218; italic added. ] 

“The subcommittee recommends that the National Science Foundation consider 
the possibility of extending its activities into the social sciences. It is true that, 
so far, the National Science Foundation has restricted itself almost exclusively 
to matters in the physical sciences, but the pressing need for research in the area 
of nonphysical sciences suggests a change in policies. 

“The topic with which we are dealing represents a good example of why the 
Foundation should do so. To this end, the subcommittee further recommends 
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that the National Science Foundation extend its work to support research in the 
crucial area of the effect of mass mediums on young people.” [P. 227; italic 
added. ] 

“In view of the urgent requirement that teachers have a good grounding in 
the social and psychological sciences so that they may better understand them- 
selves and their students, it is important that our fundamental scientific knowl- 
edge of human social and psychological behavior be deepened. To this end, it is 
recommended that appropriate agencies, including such Federal agencies as the 
Department of Health, Education, and Welfare, and the National Science Founda- 
tion, broaden their programs of support of basic research in the social and psycho- 
logical areas. In this regard, the subcommittee recommends that the National 
Science Foundation extend its activities into the social sciences. It is true that, 
so far, the National Science Foundation has restricted itself almost exclusively 
to matters in the physical sciences, but the pressing need for research in the area 


of nonphysical sciences, as indicated in the studies of this subcommittee, suggests 
a change in policies.” [P. 242; italic added.] 


VETERANS’ ADMINISTRATION 


HOSPITAL AND DOMICILIARY FACILITIES 


VANDERBILT UNIVERSITY, 
OFFICE OF THE CHANCELLOR, 


Nashville, Tenn., May 22, 1957. 
Senator CARL HAYDEN, 


Chairman, Senate Appropriations Committee, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR HAYDEN: It is my understanding that your committee is pres- 
ently considering the budget for the Veterans’ Administration. 

Included in this budget is an item for the construction of a new veterans’ 
hospital at Nashville, and I wish to call to your attention the controversy existing 
over the location of this facility. 

The expressed intent of the Veterans’ Administration to locate the new struc- 
ture at the site of the present hospital is contrary to an understanding between 
the VA and Vanderbilt University when the Vanderbilt School of Medicine agreed 
to assume responsibility for the professional staffing of the hospital in accordance 
with established Government policy and in the interest of the best medical care 
for veterans. It is also contrary to the unanimous advice of the medical au- 
thorities, so far as we can learn. 

As evidenced by the attached editorials from the Nashville Banner and the 
Nashville Tennessean, the thinking people of this community agree that the new 
hospital should be located as close to the school of medicine as possible, and not 
across town where it will be most difficult and inefficient for our faculty to give 
the best service. 

In view of this controversy, I would suggest that this element of the budget 
be examined thoroughly, and that all viewpoints be heard before a mistake is 
made which will live with us for the next 40 or 50 years. 

Yours sincerely, 
HARVIE BRANSCOMB. 
[Nashville Banner, May 7, 1957] 


PATIENTS’ WELFARE UPPERMOST: New VA Hospitat BELONGS NEAR MEDICAL 
CENTER 


Maximum benefits for patients at the proposed new veterans’ hospital—replac- 
ing Thayer—were the considerations uppermost in the urgent suggestion to 
build it near this city’s medical center. And for that a site has been available 
in the area of the Vanderbilt University School of Medicine. It still is available. 
As emphasized again by Dr. Paul Magnuson, former VA medical director, it still 
is the desirable and recommended location. 

Notwithstanding these facts of manifest bearing on a logical site, Washing- 
ton spokesmen again have indicated that VA Administrator Harvey Higley is 
adhering to his announced decision to build the new facility at the present 
White Bridge Road location—simply replacing old buildings with new. That 
would fail to correct one major disadvantage; and in the judgment of many 
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qualified to evaluate the basic considerations, any ostensible saving thereby ac- 
complished would be in the long run a very expensive economy. 

It is not a matter to be decided by circumstances either of prejudice or pres- 
sure, but by the question—singularly—of what actually is better for the welfare 
of the patients themselves. 

That consideration dictated the policy more than a decade ago adopted by 
the Veterans’ Administration, of building these institutions adjacent to medical 
centers. As Dr. Magnuson has reminded, the purpose of that was for ready 
access to these, so that specialists could easily be called in as consultants on any 
case. 

As the Banner observed from the outset, and reiterated 2 months ago: “That 
certainly is no innovation in Veterans’ Administration thinking. It embodies no 
new idea of VA-community relationships bearing on maximum efficiency and 
benefits. It accords indeed, with the policy established by Gen. Omar Bradley 
when he was Veterans’ Administrator, and who recognized the importance of it 
as both practical and basic to the welfare of the veterans such an institution 
serves.” 

It is just as practical and basic now—yea, essential in the Nashville facility 
as elsewhere; simply to assure the best of care, for men who have offered their 
lives in the service of their country. The Banner repeats, that is not a narrow 
consideration, on which any “bargain” price can be put—or subject to dictates 
prejudicial to the utmost in lifesaving advantages sought in their behalf. 

Why should the facility planned for middle Tennessee be the exception to a 
rule invoked for these institutions in general? The answer is, of course, it should 
not. 


(The Nashville Tennessean] 
DECISION ON NASHVILLE'S VA HOSPITAL OF NATIONAL CONCERN 


Dr. Paul B. Magnuson, a former chief medical director for the Veterans’ 
Administration, has focused timely attention on a situation of the utmost im- 
portance to Davidson County by challenging a recent decision to construct a 
$10,500,000 permanent hospital for veterans at the hospital’s present site on 
White Bridge Road. 

Indeed, Dr. Magnuson’s charge that “bureaucrats and professional veterans” 
are attempting to sabotage plans to locate the hospital in the proximity of 
Vanderbilt University is of such broad import as to warrant national, as well as 
regional, concern. 

For the former VA medical chief declares this decision to be a breach of a 
policy developed more than 10 years ago for the express and sole purpose of 
rendering better medical service to veterans. 

Thus, he sees the decision regarding the Nashville hospital as the beginning 
of a return to the conditions prevailing before 1947, when the veterans hospitals 
of this Nation not only left much to be desired, but were downright disgraceful 
to a nation which ought to be concerned about the welfare of those who fought 
its battles. 

And those conditions are too fresh on too many minds to be lightly regarded. 
Too many remember how Gen. Omar Bradley, then Veterans’ Administrator, was 
maligned and abused by “bureaucrats and professional veterans” when he put 
the policies of which Dr. Magnuson speaks into effect. 

General Bradley, shocked by the state of veteran hospitals, set about to up- 
grade them by entering into what became known as “deans committee” agree- 
ments with reuptable medical schools. Under these agreements, faculty mem- 
bers of medical schools provide most of the medical services to the various VA 
hospitals. The veterans hospital in Nashville is one of these, and Vanderbilt 
University is the medical school providing the services. 

But General Bradley did not place this progressive policy into effect without 
a fight. Standardized “resolutions” prepared by the national headquarters of 
veterans organizations—notable among them the American Legion—heaped seorn 
upon an outstanding soldier who had served with distinction. 

The new policy he instituted called for the location of veterans hospitals, 
when new ones were to be constructed, in the proximity of the medical schools 
providing the services. Until the recent decision, this policy has been followed 
as closely as is economically feasible. 

And it is interesting to note that just before this latest decision, veterans’ or- 
ganizations in Nashville again bombarded Congressmen with standardized “reso- 
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lutions” which, for all practival purposes, were identical in language. The de- 
cision was first made to locate Nashville’s veterans hospital near Vanderbilt; 
the pressure went on, then suddenly the decision was reversed. 

Mr. A. V. Higley, present Veteran’s Administrator and himself a former 
American Legion big shot, has said the additional $1 million to $1,500,000 it will 
cost to construct the hospital near Vanderbilt was a major consideration in the 
policy change. Dr. Magnuson, though says the decision was “conceived in 
stupidity.” 

He insists that the additional amount can be recaptured through a multitude 
of savings which would be apparent with location of the hospital near Vander- 
bilt. To this, Mr. Higley blandly replies: 

“T can’t go to the Bureau of the Budget and ask for $1 million more on the 
basis that we would get it back in savings over a period of 30 to 40 years.” 

This, incidentally, would seem to be the crux of the whole affair. Mr. Higley 
is concerned more with the expedient of shortsighted “economy” which might 
satisfy a budget-cutting craze currently in vogue, than in the true economy. 

In any event, a thorough airing of Dr. Magnuson’s charge is in order. It is 
important—not only to Nashville but to the Nation—-that false economy not be 
used as a lever to justify turning our Veterans’ Administration hospitals back 
to the political whims of “bureaucrats and professional veterans.” 
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WEDNESDAY, JUNE 5, 1957 


Unirep Srares Senate, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subeommittee met at 2 p. m., pursuant to recess, in room G—16, 
the Capitol, Hon. Warren G. Magnuson (chairman of the subcom- 
mittee) presiding. 
Present: Senators Magnuson and Dirksen. 


FEDERAL POWER COMMISSION 


STATEMENTS OF JEROME K. KUYKENDALL, CHAIRMAN; FRED- 
ERICK STUECK, COMMISSIONER; SEABORN L. DIGBY, COMMIS- 
SIONER; WILLIAM R. CONNOLE, COMMISSIONER ; ARTHUR KLINE, 
COMMISSIONER; HENRY R. DOMERS, EXECUTIVE DIRECTOR; 
WILLARD W. GATCHELL, GENERAL COUNSEL; MARION F. 
HETHERINGTON, DEPUTY CHIEF, BUREAU OF POWER; WILLIAM 
R. FARLEY, CHIEF, DIVISION OF LICENSED PROJECTS; CARL T. 
KALLINA, CHIEF, BUREAU OF RATES AND GAS CERTIFICATES; 
RUSSELL C. RAINWATER, CHIEF ACCOUNTANT; J. KAY LINDSAY, 
DIRECTOR OF ADMINISTRATION; AND THOMAS F. CASHELL, 
CHIEF, DIVISION OF BUDGET AND FINANCE 


GENERAL STATEMENT 


Senator Magnuson. The committee will come to order. 

We have two matters left for hearings. One is the Federal Power 
Commission and, I understand, for those interested, there is a hospital 
matter involving General Services, but they are still testifying before 
the District of Columbia Committee and will be here later. 

So I understand you have a short statement, Mr. Kuykendall. We 
will be glad to hear it. 

Mr. Kuykenpauu. Yes, Senator. I think most all the Commission- 
ers and staff members have been here before, but I might point out 
that Commissioner Stueck, Commissioner Digby, and Commissioner 
Connole are here, and I would like particularly to introduce Com- 
missioner Kline, our newest Commissioner, who has not attended these 
meetings before. 

Senator Magnuson. Weare glad to have you here, Mr. Kline. 

Mr. Kuyxenpaun. And then we have our staff members, who will 
be available. 

Senator Magnuson. Yes. I have the list here. 
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BUDGET PRESENTATION 


Mr. Kouyxenpauy. Mr. Chairman and members of the committee, 
the Federal Power Commission has asked the Congress to appropriate 
$5,900,000 for Commission use in fiscal year 1958. This is $675,000 
more than was appropriated for fiscal] year 1957. Our budget presen- 
tation sets forth in detail the facts which we believe justify the in- 
crease. 

The House recently approved an appropriation of $5,530,000 for 
fiscal year 1958. ‘Taking into account the $305,000 required for the 
payments to the civil service retirement fund which are to start in 
fiscal year 1958, this is the equivalent of the $5,225,000 available for 
expenditure by the Commission in fiscal year 1957. In other words, 
no effective increase was authorized for 1958. It is $370,000 less than 
we requested for 1958. I believe this committee should be informed 
of the effects on Commission activities if the deletion of $370,000 
from the amount we requested is permitted to become final. In this 
statement I propose to discuss those effects. 

Senator Magnuson. Mr. Chairman, as I understand it now, the 
House gave you what you had last year, plus the retirement ? 

Mr. KuyKenpbauu. Exactly, Senator. 

Senator Macnuson. But $370,000 under the budget estimates ? 

Mr. KuyKkenpatu. That is correct. 

Senator Macnuson. All right. 

Mr. Kuykenpauu. Of the $370,000 increase we asked for, in addi- 
tion to that for the retirement fund, $363,000 was made up of the fol- 
lowing items: $165,000 for gas-rate work; $85,000 for electric power 
and natural-gas accounting work; $49,000 for travel; and $64,000 for 
objects of expenditure other than personal services and travel. These 
4 are the principal items I wish to discuss, since the balance of $7,000 
represents minor increases distributed among all other activities of the 
Commission. 

, GAS-RATE WORK 


The $165,000 for gas-rate work is essential to the sound adminastra- 
tion of the rate-regulation provisions of the Natural Gas Act. For 
several years we have had to initiate formal rate cases faster than the 
staff could do the work necessary to dispose of them. So we have been 
steadily losing ground. At the end of fiscal year 1957 we expect to 
have about 256 cases pending Commission action, more than twice 
the approximate number of 125 cases which would be pending at any 
time if we were able to dispose of each case within 1 year from its 
inception, as we normally should be able to do if we had enough man- 
power. Given the additional $165,000, we plan to start a 3-year pro- 
yram designed to reduce the number of gas-rate cases in process to 125 
by the end of fiscal year 1960. If we do not receive these funds, we 
will certainly continue to lose ground. 


PHILLIPS CASE DECISION 


Senator Maenuson. Of course, that is the work that was added to 
the work of the Commission by the Phillips case decision. 

Mr. KuyKenpa... Yes, plus the gas work we had previously. More 
and more rates are being placed in effect, at the expiration of the 
periods for which they are suspended, subject to refunds of amounts 
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collected in excess of those which the Commission finally determines 
to be justified. The companies applying these rates may be required 
to hold in reserve, not available for normal commercial use, moneys to 
provide for the possibility of refund. They are required to pay in- 
terest on any amounts they are ordered to refund. These uncertainties 
and hardships are not confined to the interstate pipeline companies, 
The numerous retail distribution companies taking gas from the pipe- 
lines are similarly affected. And the Commission, when refunds are 
necessary, has the work of determining how money to be refunded 
must be distributed. Delay in the closing of rate cases has an adverse 
effect on the regulatory process, creates hardship for the industry, 
and adds to the cost of regulation. 


LICENSED PROJECT, ELECTRIC POWER AND NATURAL GAS ACCOUNTING 


The $85,000 for accounting is necessary to permit a reasonable start 
toward the reduction of the very large and growing workload with 
which the Commission is faced in determining costs of licensed 
projects and in examining the accounts of members of the electric- 
power and natural-gas industry engaged in interstate commerce. 

We are badly in arrears in all hanes of licensed-project account- 
ing, mainly because it has been necessary to shift experienced audi- 
tors from this work to our steadily increasing and urgent gas-rate 
work. Here, too, the results of continued delay are serious. When 
accounts have not been audited and purged of improper entries, the 
amounts represented in such entries can readily be included in the 
rate base and so increase the rates charged the public for electric 
power produced by the projects. The Commission’s inability to do 
the auditing work it is by statute obligated to do may have an ad- 
verse effect on the licensed-project companies also. They must remain, 
for years in many cases, uncertain as to the adequacy of their account- 
ing systems and the soundness of their financial structures. After 
long periods of operation, an audit may disclose serious defects in both 
accounts and company finances. Furthermore, continued deferment 
of this accounting work will inevitably increase the cost to the Gov- 
ernment when finally it must be done, because, as the years pass, vital 
records are lost or misplaced and former company employees who are 
familiar with the transactions included in the accounts become un- 
available for discussion and explanation. 

The examination of reclassification and original cost studies filed 
by electric power and natural gas companies engaged in interstate 
commerce is another part of our accounting work which has been 
seriously neglected in recent years because of the pressure of rate 
work, This situation is unfair to the public, because when the Com- 
mission has not acted on original cost studies, improper entries in the 
plant accounts may inflate the rate base and so increase rates. The 
situation is also unfair to the companies, who are not able to ascer- 
tain whether the studies they have been required to make are acceptable 
to the Commission, and, consequently, whether additional adjust- 
ments, possibly affecting their financial position, are required. When 
original cost work is delayed, auditors investigating proposed rates 
filed with the Commission are seriously impeded in gathering data 
acceptable as a basis for Commission action. This contributes to 
delay and the consequent hardships and costs of rate regulation. 
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The Commission’s inability to devote enough manpower to its ac- 
counting activities to keep ceans of its responsibilities weakens the 
regulatory program and inevitably will increase Government costs, 
because the costs are not eliminated by being deferred. 


TRAVEL FUNDS 


Much of the staff work on rate cases and accounting audits which 
I have been discussing must be done in the field. Most of the positions 
to be provided for by increases in gas rate and accounting funds would 
be for field work. We have asked for an additional $49,000 of travel 
money in fiscal year 1958 to permit effective utilization of the addi- 
tional manpower we are seeking. 


OTHER OBJECTS OF EXPENDITURE 


The fourth important item of the increase we have requested is 
$64,000 for communications services, rentals, printing, postage, sup- 
plies, equipment, and soon. A part of these funds would be used for 
the rehabilitation of equipment. Last year the Congress authorized 
us to start a long-range rehabilitation program, after we had pointed 
out, as an example of our need, that more than 50 percent of our type- 
writers were over 10 years old. Years of neglect of the physical needs 
of the agency had brought us to the point where we were seriously 
handicapped in our staff work. The much needed rehabilitation is 
now underway. But as the Commission’s workload has increased 
sharply our costs for such essentials as office supplies, postage, rental 
of equipment, repair of equipment, printing of Commission decisions, 
opinions, and orders, and printing of court briefs have also increased 
sharply. We are finding ourselves without enough money this fiscal] 
year for these other objects of expenditure. Unless we receive an 
increase for fiscal year 1958 we will not have the facilities and sup- 
plies necessary to maintain a satisfactory pace in the disposition of 
our workload. 


LIMITATION ON FEDERAL RIVER PROJECT WORK 






Finally, I should like to invite the committee’s attention to what 
may have been an oversight by the House. The House action provides 
for a limitation of $325,000 on Federal river project work. The same 
limitation appears in our appropriation for fiscal year 1957. It fails to 
take account of the fact that we will have to pay approximately 
$18,000 of this money into the civil service retirement fund. If the 
limitation stands, we will have to reduce our Federal project work. 
To absorb some of this reduction we ask that the limitation be raised 
to $335,000. The total appropriation will not be affected. 

That concludes my general statement. I will be glad to answer 
questions as you may wish, 

Senator Magnuson. Now, Mr. Kuykendall, on your first item, which 
you break down into $370,000, that includes $165,000 for gas rate work. 
Now, that $165,000 is included in your $2,751,900 that the House al- 
lowed you; is it not ? 

Mr. KuykenpDatu. I believe so; that is, it is included in the $2,751,900 
requested. 

Senator Magnuson. Well, is it not possible in $2,751,900 to absorb 
that amount? Am I correct in that? 

















INDEPENDENT OFFICES APPROPRIATIONS, 1958 637 


Mr. Domers. That was the sum we had asked for, but the House 
had allowed $2,501,600. They had reduced that particular item by 

$250,300. 

Senator Magnuson. Yes, but is not your total for “Regulation and 
surveys, natural gas industry,” $2,751,900? That is what you asked 
for? 

Mr. Domers. That is what we asked for, yes. 

Senator Magnuson. And what did the House give you? 

Mr. Domers. $2,501,600. 

Senator Magnuson. $2,501,600 ? 

Mr. Domers. Yes, sir. 

Senator Magnuson. So, as to the total amount for this whole ac- 
tivity within the Federal Power Commission, the appropriation would 
be $2,500,000 some. 

Mr. Domers. That is what the House allowed: yes, sir. 

Senator Magnuson. That is the big item. 


ACCOUNTING WORK 


Now, the $85,000 you are asking for restoration, for electric power 
and gas accounting work: How much did the House give you, total, 
for that? 

Mr. Domers. That is the total accounting work, Mr. Chairman / 

Senator Magnuson. Yes. What item would that come under / 

Mr. Domers. Well, it would come under three items. It would come 
under regulations and surveys for the electric power industry. 

Senator Magnuson. Oh, yes. I see that. 

Mr. Domers. And regulations and surveys, natural gas industry, as 
well as some under licensed projects. 

Senator Maanuson. Well, how much, total, have you got for that? 

Mr. Domers. The total for accounting ? 

Mr. Rainwater, do you have that ? 

Mr. Rarnwarer. For licensed project accounting work we were al- 
lowed $289,014, as against $316,542 requested. 

Senator Magnuson. Well, let me get this correct. You have for 
major activity regulation of surveys of the electric power industry— 
you requested $1,111,300 for that activity; is that correct? 

Mr. Rainwater. Yes, sir. 

Senator Maenuson. And would the $85,000 that the chairman has 
been talking about for restoration be included in that amount? 

Mr. Domers. Partially. 

Senator Macnuson. Partially. It would be partially in regulation 
and surveys of the gas industry, and in regulation and surveys of the 
power industry ? 

Mr. Domers. And the licensed project work—three major activities 
of the Commission. 

Senator Magnuson. So if it was decided not to give you this, you 
would have to absorb that $85,000 you are asking in three different 
major items, is that correct ? 

Mr. Domers. That is correct. 
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TRAVEL EXPENSES 


Senator Magnuson. Then on the $49,000 for travel, what item does 
that come under ? 

Mr. Domers. That covers all items. 

Senator Magnuson. Is that under your salaries and expenses ? 

Mr. Domers. No, that is a separate item. Well, it comes under the 
appropriation heading of “Salaries and expenses,” but it is not counted 
as personal service money, of course, and it covers all of the activities 
of the Commission. 

Senator Magnuson. So that if that was to be absorbed—and I am 
just putting these questions—that $49,000 would have to be absorbed 
within all items? 

Mr. Domers. That is correct. 

Senator Magnuson. Because you have travel expenses on Federal 
projects, investigation regulation, general salaries and expenses, and 
the surveys? 

Mr. Domers. That is right, yes. 

Senator Magnuson. And then, naturally, the $64,000 that you are 
speaking about would also have to be absorbed under all of the activi- 
ties of the Power Commission ? 

Mr. Domers. That is correct. 

Senator Magnuson. And that would include rehabilitation of 
pee: Free That would be in all departments, would it not? It 
would be spread out in all departments ? 

Mr. Domers. Yes. 
























LETTER FROM CHAIRMAN KUYKENDALL 


Senator Magnuson. And I want to put in the record the letter of 
the Chairman of the Commission to the committee. 
(The letter referred to follows:) 




























FEDERAL POWER COMMISSION, 
Washington 25, March 20, 1957. 
Hon. WARREN G. MAGNUSON, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, 
United States Senate, Washington 25, D. C. 

DeaR Mr. CHAIRMAN: The Commission appreciates the opportunity to appear 
before the Subcommittee on Independent Offices to explain our need for the 
funds which the House Committee on Appropriations has marked for deletion 
from our budget for fiscal year 1958. 

The following changes are recommended in H. R. 6070: 

Page 7, line 9: Delete “$300,000” and substitute “$340,000.” This will restore 
the full limitation requested on travel funds. 

Page 7, line 11: Delete “$5,530,000” and substitute “$5,900,000.” This will 
restore the full amount requested by the Commission in its budget justifications 
for fiscal year 1958. 

Page 7, line 15: Delete “$325,000” and substitute “$335,000.” The House Ap- 
propriations Committee recommendation that the limitation on funds for Federal 
river projects expenditures remain at the 1957 level does not take into considera- 
tion the statutory requirement that, commencing with fiscal year 1958, the agency 
pay an amount equal to 6% percent of salary expenditures to the civil-service 
retirement fund. Failure to allow the $10,000 increase would have the effect 
of reducing our Federal project activities by that amount. 

The Commission strongly urges the restoration of the full amount requested 
for fiscal year 1958 so that we may accelerate our efforts toward an early 
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solution to the problem of attaining reasonable currency iu the regulation of 
the electric and natural gas industries. We believe such a solution is required 
in the public interest. 
Sincerely yours, 
JEROME K.o KUYKENDALL, Chairman. 


DELAY IN COMMITTEE HEARINGS 


Senator Magnuson. Those are all the questions I wanted to ask. 

This is a very short hearing for the Federal Power Commission, 
and we are glad you came up. And the Chair regrets that he did not 
have you up sooner, but a lot of things intervened. 

Mr. KuyKenpar L. I think j in fairness to you, Mr. Chairman, I ought 
to remind you that I started this chain of delays. I made ‘the first 
request for a continuance so that I could leave town for a few days 
at the end of Mareh, and that has been the cause of all the trouble. 

Senator Magnuson. I appreciate your problem, and it was a very 
justifiable request. 

I do not think there are any other questions. There have not been 
any others sent by other members of the committee. 


TRAVEL LIMITATION IN APPROPRIATION LANGUAGE 


Let me ask you this: Did the House give you a limitation on this? 
Mr. Domens. Yes, sir, the same limitation that we had in 1957. 
Senator Magnuson. Can you get along with that ¢ 

Mr. Domers.' No, sir. That is the $49,000 that we are requesting. 

Senator Magnuson. Well, that would not add $49,000 to the bill 
would it 4 

Mr. Domers. Yes, sir, it would. 

Senator Macnuson. What about language just to raise the amount 
you can spend under the limitation 4 

Mr. Domers. We would have to take it from salaries, then, and cut 
down on the number of personnel we have. 

Senator Magnuson. You could take it from expenses, could you 
not ¢ 

Mr. Domers. Well, we are in short supply there now, Mr. Chairman. 

Senator Magnuson. Usually a House limitation is within the ap- 
propriation, They say you can spend so much for travel, and many 
of the agencies find that that sometimes is too low. It does not raise 
the amount given to agencies, but gives you some flexibility that you 
use for travel. 

Mr. Domers. That is correct. But in this particular instance the 
limitation and the amount of funds totally available to the Commission 
for 1958 under the House version would be precisely that which we 
had in 1957. 

Senator Magnuson. You got along with that last year. 

Mr. Domers. We are getting along withit. Yes 

Senator Magnuson. Yes. What about the usual House provision on 
vehicles? Have they cut you on that ? 

Mr. Domers. We are renting our vehicles from GSA. 

Senator Vive nuson. From GSA, under their provision. And now 
on river development, you mention that in your statement here, that 
there is a mandatory item involved there of retirement. 

Mr. Domers, That is correct. 
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Senator Magnuson. On river-survey activity ? 

Mr. Doers. That is correct. 

Senator Magnuson. One that the House apparently did not take 
cognizance of at the time. That is $18,000 or something like that. 

Mr. Domers. Yes. 

Senator Macnuson. All right. Thank you very much. 

Mr. Domers. Thank you, Mr. Chairman. 


GENERAL SERVICES ADMINISTRATION 
Hosprran Faciniries 1x THE Districr or CoLtUMBIA 


STATEMENT OF CHARLES S. DEWEY, PRESIDENT, BOARD OF 
TRUSTEES, WASHINGTON HOSPITAL CENTER 


GENERAL STATEMENT 


Senator Magnuson. Mr. Dewey, we will be glad to hear from you 
and have you present your case. 

Mr. Dewey. We have just appeared before the District Committee, 
Mr. Chairman, and there was a little mixup there in which their bill, 
S. 2194, was mixed up with another bill for a hospital in the South- 
east suggested by Senator Beall, of Maryland. 

I will reminisce just a little bit: There was some talk as to how old 
these hospitals which are now the three component hospitals of the 
Washington Hospital Center—how old their buildings are. 

Senator Magnuson. For the purpose of the record, Mr. Dewey, is 
president of the Washington Hospital Center. 


AGE OF HOSPITAL BUILDINGS 


Mr. Dewey. The Garfield Memorial Hospital, of which at one time 
I was president, before becoming president of the Washington Hos- 
pital Center, has seven buildings, and they were constructed in 1886, 
Is88, 1894, 1902, 1911, and a small one in 1925. That gives an idea 
of how old those buildings are. 

The Episcopal Eye, Ear, and Throat Hospital was constructed in 
1904 with additions in 1911. 

Then the Emergeney Hospital building was constructed in 1915, 
with subsequent additions. 

I bring that out for the reason that the purpose of this legislation 
is to equip he new Washington H spital Center. The building is 
finished, and we could gO into it very shortly. 

Senator Magnuson. Now, for the purpose of the record, what does 
the Hospital Center include? ‘These hospitals you have mentioned? 

Mr. Dewey. The Washington Hospital Center includes these three 
hospitals. 

Senator Magnuson. Are they operated, again for the record, by the 
District of Columbia ? 

Mr. Dewey. No, sir; they are private general hospitals, with a nurs- 
ing school, an outpatient depar ment, and nursing home. 

Senator Magnuson. And it is run by a corporation ? 

Mr. Dewey. It is run by ‘ corporation, the Washington Hospital 
Center Corp. 
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Senator Magnuson. A nonprofit organization ¢ 
Mr. Dewey. A nonprofit organization, sir. 


SURVEY OF HOSPITAL FACILITIES 








And back in 1945, there was the last official survey of the hospital 
facilities and needs in the District of Columbia and the metropolitan 
area. It was made by Dr. Charles Munger and Dr. Hisack. And it 
was discovered at that time, together with the Hill-Burton hospital 
survey, that there was a shortage of about 1,100 beds in the metropol- 
itan area. 

BASIC LEGISLATION 

























Asa result of that, Public Law 648 of the 79th Congress was passed, 
which appropriated at that time, or authorized at that time, appro- 
priations being made afterward, $35 million to construct and repair 
hospitals in the District of Columbia. And of that $35 million, 
$21,700,000 was set aside for the cost and construction and equipment 
of the new proposed Washington Hospital Center. That bill, of 
August 1946, August 7, 1946, authorized the Federal Works Admim- 


istrator to purchase land for the purpose of the hospital, and then 
also to— 


not withstanding any other appropriations of the law, provide proper approaches 
thereto, utilities, and procure necessary materials, supplies, articles, equipment, 
and machinery, and do all things in connection therewith to carry out the pro- 
visions of this act: Provided, That all hospitals participating in such center shall 
be required either to convey to the Government free and clear of all encum- 
brances the land and buildings now held by.them, or to sell the same at such 
prices as agreed to and approved by the Federal Works Administrator, and to 
pay the proceeds thereof to the Government at the option of the Federal Works 
Agency. 

That was the act. 

The first 5 years of the act, nothing occurred, due to the fact that 
the land first chosen by General Fleming, who was the Federal Works 
Administrator, is what is now the Naval Observatory at 36th and Mas- 
sachusetts Avenue. The Navy authorities were unable to move out, 
and we could not get the land. Sketch plans had been made, and 


thev were thrown aside. 







CGreorge Garrett, president of Emergency, left, and a new man was 
appointed, not particularly interested in the Washington Hospital 
Center. 

Mr. Blair, president of Episcopal, died, and another man came in, 
and he was not partieularh terested. William Castle. who had been 
Under Secretary of State and Ambassador to Japan, was getting on 
and was very tired. 

I came into the picture at that time, and we started work again to 
vet ne ! cis. 

Finally land was found out at the Old Soldiers’ Home at the head of 
First Street. You may have seen it. And 46 acres were purchased 
at that time. 












Also, practically at that moment, the act was going to expire by 
limitations. And on June 27, 1952, the act was extended for another 
} years, to June 30, 1955. 

Senator Magnuson. This isthe authorization ? 
Mr: Dewey. This isthe authorization. 
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AGREEMENT WITH GSA 


At that time, we of the hospital and those in the General Services 
Administration got together and wrote an agreement, which was 
dated “made this third day of July 1952.” And I would like to offer 
for the record a copy of that agreement. 

Senator Magnuson. Allright. It will be placed in the record. 

(The document referred to follows :) 


This agreement, made this 3d day of July 1952, by and between the United 
States of America, acting by and through the Administrator of General Services 
(hereinafter referred to as the “Government™), Central Dispensary and Emer- 
gency Hospital, a nonprofit corporation organized and existing under the laws 
of the United States relating to the District of Columbia (hereinafter referred 
to as “Emergency”™), Garfield Memorial Hospital, a nonprofit corporation organ- 
ized and existing under the laws of the United States relating to the District of 
Columbia (hereinafter referred to as “Garfield”), Episcopal Eye, Ear and Throat 
Hospital, a nonprofit corporation organized and existing under the laws of the 
United States relating to the District of Columbia (hereinafter referred to as 
“Episcopal”), and The Washington Hospital Center, a nonprofit corporation 
organized and existing under the laws of the United States relating to the 
District of Columbia (hereinafter referred to as “Center”) : Witnesseth that: 

Whereas under Public Law 648, 79th Congress, approved August 7, 1946 (60 
Stat. 846) as amended by Public Law 221, 82d Congress, approved October 25, 
1951 (hereinafter collectively referred to as the “act’), the Federal \Works Ad- 
ministrator, in order to assist in providing more adequate hospital facilities in 
the District of Columbia, was directed to provide a hospital center of such size 
and design as he should deem feasible and economical of operation ; and 

Whereas the act authorized the Federal Works Administrator with respect 
to any hospital facilities (including the hospital center) acquired or constructed 
under the provisions of the act, to seil for cash or credit, or to convey in exchange 
for other properties any such hospital facilities or usable separable portions 
thereof to private agencies on such terms as may be deemed by the Administrator 
to be in the public interest, upon the condition, with respect to such hospital 
center, that all hospitals participating in such center shall be required either to 
convey to the Government free and clear of all encumbrance the lands ana build- 
ings then held by them, or to sell the same at such prices as are agreed to and 
approved by the Administrator, and to pay the proceeds thereof to the Govern- 
ment at the option of the Administrator, and 

Whereas, said act defines “private agencies” as meaning any nonprofit private 
agencies operating hospital facilities in the District of Columbia: and 

Whereas, pursuant to section 103 of the Federal Property and Administrative 
Services Act of 1949 (63 Stat. 377), as amended, all functions of the Federal 
Works Administrator were transferred to the Administrator of General Services ; 
and 

Whereas, by administrative order No. 55, supplement No, 25, effective February 
1, 1952, the Administrator of General Services authorized the Commissioner of 
Public Buildings Service to exercise the authority contained in the act, to acquire 
land, construct buildings, make grants to private agencies, and take any and all 
other and further action in exercise of the powers and in discharge of the duties 
assigned to the Administrator of General Services pursuant to the act and as 
moditied by said Federal Property and Administrative Services Act of 1949, as 
amended; and 

Whereas, Emergency, Garfield and Episcopal desire to participate in said hos- 
pital center and to that end caused to be created Center which will hold title to 
and actually operate and maintain the hospital center after its completion ; and 

Whereas, Emergency, Garfield and Episcopal, pursuant to the requirements of 
the act, are prepared to convey to the Government, free and clear of all encum- 
brance, the land and buildings hereinafter described, or to sell the same at such 
prices aS are agreed to and approved by the Administrator, and to pay the 
proceeds thereof to the Government at the option of the Administrator; and 

Whereas, Center is prepared, upon completion of the hospital center, to accept 
title to the same and operate it as a unit. 

Now, therefore, in consideration of the mutual covenants and agreements here- 
inafter set forth, the parties hereto agree as follows: (A) The Government 
will, under the authority of the act and subject to the limitations and restric- 
tions imposed thereby : 
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1. Acquire jurisdiction over a tract of land situate in the District of Columbia 
and being a portion of that property popularly known as the Soldiers Home, and 
to construct and equip thereon a standard, voluntary, acute, general hospital 
eomplete with furniture and fixed equipment; an appurtenant and adjunctive 
out-patient department designed for scheduled duplicate use of children and 
adults; domiciliary and training facilities for nurses with furniture and equip- 
ment; and approaches, parking areas, and miscellaneous utilities necessary and 
incidental to the accommodation of patients and patrons of the hospital center. 
Subject to such adjustments as may derive from adequacy or inadequacy of 
available funds the basis of design for the hospital shall approximate one thou- 
sand beds for in-patients; for the out-patient department shall approximate 400 
patient calls per day; and for the nurses’ domiciliary facilities, capacity consist- 
ent with the sizes of the hospital and the out-patient department. 

2. Upon a date mutually agreed upon by the parties hereto, following comple- 
tion of the hospital center, if Emergency, Garfield, Episcopal and Center shall 
have fully complied with all the terms and conditions of this agreement, convey 
title to the hospital center by quitclaim deed, to Center in exchange for the 
properties of Emergency, Garfield and Episcopal hereinafter described, to be con- 
veyed to the Government in the manner set forth below, or at the option of the 
Administrator the proceeds of sale of such properties sold in the manner provided 
for in the act. 

(B) Emergency, Garfield and Episcopal will— 

(1) upon a date mutually agreed upon by the parties hereto, following the 
completion of the hospital center, convey to the Government, in fee simple by 
good and sufficient warranty deeds, free and clear of all encumbrance, the lands 
and buildings hereinafter in this section described in exchange for the con- 
veyance by the Government of the hospital center, to Center, or, at the option of 
the Government, will sell such land and buildings at such prices as are agreed 
to and approved by the Administrator, and pay the proceeds thereof to the Gov- 
ernment as the purchase price for said hospital center. 

(a) Land and buildings to be conveyed or sold by Emergency: The main 
hospital building and east wing annex, lot 829, square 170. 

(b) Land and buildings to be conveyed or sold by Garfield: That part of 
the grounds lying to the north of a line of division drawn across the hos- 
pital grounds 150 feet south of and parallel to the south faces of the main 
hospital buildings (not of the porches) containing all of the buildings of the 
hospital group. 

(c) Land and buildings to be conveyed or sold by Episcopal: The main 
hospital building, lots 93, 842 and C; square 214. 

(2) Prior to the award of a construction contract by the Government, delivery 
into escrow with the Secretary of the Treasury or such other escrow agent as 
may be mutually agreed upon, warranty deeds to the land and buildings above 
described, to be conveyed to the Government or sold at the option of the Admin- 
istrator. 

(C) Center will— 

1. Accept the conveyance of title to the hospital center described in paragraph 
(A) of this agreement and use, operate, and maintain such center for general 
hospital purposes as intended and stated in the act: Provided, That, in the event 
the hospital center ceases to be used for the purposes for which it was conveyed 
by the Government within a period of 20 years from the date of conveyance, 
then and in such event the hospital center, in its then existing condition, shall, 
at the option of the Government, revert to the Government. 

2. Save the Government harmless from and against any and all liability, re- 
sponsibility, or accountability arising out of the Center’s use, possession, and 
maintenance of said hospital center, 

3. Not assign or transfer possession or otheriwse dispose of or encumber said 
hospital center or any part thereof for a period of 20 years from the date of con- 
veyance of title to Center except upon the written consent of the Government: 
Provided, That, for the sole purpose of providing necessary funds for operation 
and maintenance expenses, Center may from time to time encumber the hospital 
center by mortgage or deed of trust to secure loans, not exceeding at any one 
time $1 million, without the consent of the Government. 

(D) General provisions: 

1. Title to the land and buildings to be conveyed to the Government pursuant 
to this agreement shall be satisfactory to the Attorney General of the United 
States. 
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2. No Member of or Delegate to Congress shall be admitted to any share or 
part of this agreement or to any benefit arising therefrom. 

3. Emergency, Garfield, Episcopal, and Center warrant that no person or sell- 
ing agency has been employed or retained to solicit or secure this agreement upon 
an agreement or understanding for a commission, percentage, brokerage, or con- 
tingent fee, excepting bona fide employees or bona fide established commercial 
or selling agencies maintained by them for the purpose of securing business. 
For breach or violation of this warranty, the Government shall have the right to 
annul this agreement without liability, or in its discretion to deduct from the 
consideration the full amount of such commission, percentage, brokerage, or 
contingent fee. 

4. (a) Emergency, Garfield, Episcopal, and Center agree that the Comptroller 
General of the United States, or any of his duly authorized representatives, shall, 
until the expiration of 3 years after final payment under this contract, have 
access to and the right to examine any directly pertinent books, documents, pa- 
pers, and records of the parties hereto involving transactions related to this 
contract. 

(b) Emergency, Garfield, Episcopal, and Center further agree to include the 
following provision, with appropriate insertions, in all their subcontracts here- 
under : 

“TName of subcontractor] agrees that the Comptroller General of the United 
States, or any of his duly authorized representatives, shall, until the expiration 
of 3 years after final payment under prime contract [contract symbol and number] 
between the United States of America and [name of contractor], have access 
to and the right to examine any directly pertinent books, documents, papers, and 
records of [name of subcontractor] involving transactions related to this con- 
tract.” 

5. Emergency, Garfield, Episcopal, and Center shall not discriminate against 
any employee or applicant for employment because of race, creed, color, na- 
tional origin, or political affiliation in the employment of persons, qualified by 
training and experience, in carrying out the terms and provisions of this agree- 
ment, and shall include a similar requirement in all subcontracts. 

6. This agreement shall be binding upon and inure to the benefit of the 
successors and assigns of Emergency, Garfield, Episcopal, and Center. 

In witness whereof, the parties hereto have caused this agreement to be exe- 
cuted and have affixed their respective seals all as of the day and year first above 
written. 


UNITED STATES OF AMERICA, 
ADMINISTRATOR OF GENERAL SERVICES, 
By W. E. REYNOLDs, 
Commissioner of Public Buildings Service. 
Witnesses : 
ELLEN E. L. ESKOLA. 
BEULAH M. GATTHOLD. 
CENTRAL DISPENSARY AND EMERGENCY HOospIrat, 
[SEAL] By George A. GARRETT, President. 


Witness : 
J. P. MULLENDORE, Assistant Secretary. 


GARFIELD MEMORIAL HOSPITAL, 
[SEAL] By Cnyar.es S. Dewey, President. 


Witness: 
L. G. ScuMetzer, Secretary. 
EpiscopaLt Eyr, Ear, AND THROAT HOSPITAL, 
[SEAL] By Rocer Dun, President. 
Witness: . 
THOMAS W. McEweEN, Secretary. 
The WASHINGTON HosprTaL CENTER, 
[SEAL] By CHARLEs §. Dewey, President. 


Witness: 
MusRAY Preston, Secretary. 
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SUPPLY OF EQUIPMENT 


Mr. Dewey. It was entered into between the three hospitals, after 
negotiation with the General Services Administration, as to what 
properties would be turned over in accordance with the act as com- 
pensation for the construction of the hospital and the purchase of land. 
And it also stated what they should do in return—that is, the General 
Services Administration. And that is contained here and is a copy of 
what is in the act: that they should supply equipment, approaches, 
parking areas, miscellaneous utilities necessary and incidental to the 
accommodations of patients and patrons of the Hospital Center, and 
so on. 

TOTAL BEDS AND OUTPATIENT FACILITIES 


Here it states that the hospital should be approximately 1,000 beds, to 
have outpatient facilities for 400 daily calls, and a nurses’ home and 
school for the accommodation of an adequate number of nurses. 

That started in 1952, and from that moment our association with 
the General Services Administration commenced. They drafted plans. 
We on our part brought the medical fraternity of the three hospitals 
together, and they talked and considered. 

We have probably as good a staff as there is anywhere in the United 
States in these three hospitals, and those men met together time after 
time and then met with the General Services Administration. 

Now, with the General Services Administration, we have had a very 
pleasant association. They have done an admirable job in building 
the hospitals. We have had differences of opinion from time to time. 
They are the constructors of buildings, and so on; not doctors. And I 
think that they gained a great deal from the experience of our physi- 
cians and of our two administrators: Dr. Brown, who is administrator 
of Emergency Hospital, a retired admiral of the United States Navy 
Medical Corps; and Mr. Richard Loughery, who is administrator of 
Garfield Hospital. They will be, in the new Washington hospital. the 
new administrator and the deputy administrator. 


MEDICAL BYLAWS OF HOSPITAL 


The doctors got together, and they wrote up the medical bylaws of 
the hospital. And in order that everything should be worked on an 
equitable basis, the basis of our administration is nine directors from 
each one of the hospitals. There are 27 in all. And each hospital names 
9 of them; and of that 27, 9 in all are physicians. The others are lay- 
men. They are elected for 3 years, and rotate. 

We have gone along splendidly, and the hospital was to have been 
opened in May 1957. But owing to strikes and other delays, we now 
hope to have it open in September. It is ready ; stands ready to open. 

Senator Magnuson. Now, all this money that has been put in 
the hospital is an appropriation that we have made to General 
Services ? 

Dr. Dewey. To General Services. 

Senator Magnuson. To construct the project ? 

Dr. Dewry. To do everything contained in that act, to buy land 
and construct and do everything. 
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BACKGROUND OF HOSPITAL CENTER 


And I would like to, if you please, for the record, present these four 
pages, which is the background of the Washington Hospital Center 
and need for supplementary appropriation to provide adequate equip- 


ment. It gives a great deal of what I have inadequately stated, and it 
gives the history. 


On page 4 there is a list of the expenses that have gone into this 
hospital. I will not burden the record, providing that I may have 
the whole thing put in the record. 


Senator Macnvuson. We will put it in the record. 
(The document referred to follows :) 


BACKGROUND OF WASHINGTON Hospital CENTER AND NEED FOR SUPPLEMETARY 
APPROPRIATION TO PROVIDE ADEQUATE EQUIPMENT 


The act of August 7, 1946 (60 Stat. 896), amended (65 Stat. 657), provided “for 
the establishment of a modern, adequate, and efficient hospital center in the 
District of Columbia” and to “provide proper approaches thereto, utilities and 
procure necessary material, supplies, articles, equipment, and machinery and do 
all things in connection therewith to carry out the provisions of this Act.” 

Three hospitals of the District entered into an agreement with the Government 
whereby they surrendered their hospital properties to the Government in return 
for an appropriation of $21,700,000 for the construction of a hospital center. 
Under the act as amended 50 percent of the amount appropriated was to be repaid 
by the District of Columbia over a 30-year period. The three hospitals entered 
into agreement for the center are Garfield Memorial Hospital, Episcopal Eye, 
Ear, and Throat Hospital, and the Central Dispensary and Emergency Hospital. 

Although authorized in 1946 there were many delays until the site was selected 
on the grounds of the United States Soldiers Home in the District of Columbia. 
Due to rising costs it was necessary to redesign the center and reduce the scope 
of the undertaking originally contemplated. To stay within the authorized limit 
of cost, the hospital was reduced in size from 1,000 beds to 804 beds (it had pre- 
viously been reduced from 1,500 beds to 1,200 beds). Contracts for construction 
of the center were awarded in October 1953 with completion scheduled for May 
1957. One million and seven hundred thousand dollars (after all other costs were 
met) was allocated for the purchase of equipment, supplies, and furnishings to 
start operation of the hospital. This amount was arrived at without the benefit of 
a standard or base on which to predict equipment costs as no comparable hospital 
had been erected in recent years. This amount was further reduced by $460,000 
when it was realized that air conditioning of the nursing school and dormitory 
had not been provided for. It is of great significance to emphasize that there has 
been no standard or base from which to predict cost.of equipment for the Wash- 
ington Hospital Center as its size, function, and utilization is entirely different 
from any hospital constructed in recent years. The average 200 bed Hill-Burton 
hospital is considerably more limited in facilities and service to the patient. It 
must be remembered that complete diagnostic and treatment facilities cannot be 
obtained for the same percentage of cost per patient bed as this complete facility. 
the controller of the George Washington University Hospital has advised that the 
total cost of equipment purchased for that hospital was $1,100,000, this equipment 
being purchased in the year 1948. Applying a construction cost index (cost rise 
since 1948) to this figure of 1.4107 makes the original cost equivalent to $1,551,770 
or a per-bed cost (400 beds) of $3,879. In comparison, the equipment for the 
Washington Hospital Center exclusive of the nursing school is $3,019,000 or a per- 
bed (804 beds) cost of $3,755. As 

One of the features of the Washington Hospital. Center which has a most 
important bearing on the cost of equipment is an outpatient department de- 
signed with facilities for the diagnosis and treatment of 400 patients per clinic- 
day. This is not an extravagant estimate of the requirements for this depart- 
ment as at the time the hospital was designed the three merging hospitals were 
treating over 300 outpatients per clinic-day. The patients coming to this de- 
partment will present problems in diagnosis and, treatment covering the broad 
range of the medical specialties. 

In designing and equipping the Washington Hospital Center the following 
method was employed. The physicians affiliated with the three participating 
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hospitals were assembled in a conference and assigned according to specialty, 
in the field of medicine to common groups of medical endeavor. Committees 
were then established for each specialty in medical practice. The requirements 
for each specialty were then submitted to a general committee and reviewed. 
This review was then submitted to GSA for their further consideration, design 
studies, and cost estimates. These were then resubmitted to the general com- 
mittee of physicians and by them to the particular specialty committees and 
necessary revisions made. The estimates of the facilities revised by the phy- 
sicians were then reviewed and again revised on the basis of the projected 
estimate of patients to be accommodated by the hospital, both inpatients and 
outpatients. By constant revision and elimination, taking into consideration 
usable facilities and equipment in the three hospitals, the estimate was reduced 
to the present amount. The hospital requirements, as so determined, represent 
a considered opinion of the medical staffs of the three merging hospitals as to 
their minimum requirements for their normal inpatient and outpatient care 
according to standards of medical practice prevailing in this community. 

One of the important adjuncts of this new hospital ig its nursing school 
which will accommodate a capacity of 288 students. This’ school will be able 
to increase the number of graduate nurses for the community each year more 
than one-third above the number now being produced. In view of the fact 
that we had been directed by General Services to be prepared to occupy the 
hospital this spring, we have been making a concentrated effort toward the 
recruitment of a class of 100 student nurses for this September. This is ap- 
proximately 65 more than Garfield Hospital—which is the only 1 of the 3 operat- 
ing a school—has been enrolling each fall. Results have been more than satis- 
factory and it now appears that we will obtain our goal. However, if sufficient 
funds are not made available to open the hospital, it will be necessary to reduce 
the class to 35 students because Garfield cannot accommodate any more than 
that number. Likewise, there have been several new faculty members employed 
for the instruction of this larger class and if the school cannot open, it will 
therefore be necessary to terminate their employment. This creates an ex- 
tremely serious problem as it is common knowledge there is a tremendous short- 
age of nurses throughout the country and in this community. If it is necessary 
to break our contracts with the anticipated students and faculty members who 
have been employed, it is doubtful if these losses could be recovered in several 
years because prospective students and faculty members would be very chary of 
becoming involved with an institution with a reputation of breaking its promise. 
In fact, it is quite doubtful that we could recover the faculty members, for al- 
though nurses are in short supply, faculty members are even more critical. 

Somewhat the same situation applies to the young resident and intern physi- 
cians who have been contracted to serve the next year beginning July 1, 1957. 
Through the desire of these young men to serve in a new and modern institu- 
tion we have been quite fortunate in filling our requirements by attracting a 
large group of high caliber American men. The competition for these young 
physicians is quite intense as there are actually two internships available for 
every doctor eligible. If it becomes necessary to break contracts with these 
young physicians it is doubtful if this hospital could fill its quota for many years 
because there would always be the basic distrust on the part of these young 
doctors that our institution was a bad risk and one might never be sure that 
his appointment was firm. 

As the construction of the hospital progressed, attention was centered on 
the development of equipment lists for the building. When purchase of this 
equipment and furnishings began, it was apparent that the great increase in 
price levels and technical advances in medical equipment not only made a new 
cost estimate necessary but also made most of the equipment now in the three 
participating hospitals obsolete. It is understandable that despite careful plan- 
ning in such a complex undertaking in a large modern hospital that estimates 
might not match the necessities particularly in a rising market. It was deter- 
mined by GSA that an additional $2 million would be required. Although this 
is a large figure—it must be remembered that this is less than a 10 percent in- 
crease over a period of 11 years when the law was enacted. There are few, if 
any, projects which can be constructed today for only 10 percent more than they 
would have cost in 1946. Even the Budget Bureau has stated that equipment 
costs have risen 45 percent since 1953. 

When the General Services Administration submitted their estimate for a 
supplemental appropriation of $2 million to the Bureau of the Budget, this agency 
reduced this amount to $500,000 plus an additional amount of $290,000 still un- 
allocated from the original Hospital Center Act. 
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The following figures indicate the major elements of cost of the center, includ- 
ing acquisition of the site: 


I i tlc eeriiendieentenbeierentitenngas peer iiriainds $638, 541 
Cemeereerion. . Seneral .COMLERCG 55 eerie deere 17, 350, 700 
shia sea bot cih nd hepenesneainbhle-continaiep ct pant psa renpeltbpeed 588, 800 
ES SOT ST es eC ee eee peek bap alltiila hist il cieh bik ae 249, 800 
I tas hares ten noeingi merenahiceeiertone 4, 000 
es eh ences imei eeiniine 14, 800 

Construction contracts and land _._.__...-_______-_---~.-- 18, 846, 641 
Ren Be BeneLralion DY! GSA e 5 ee r trnet 1, 459, 400 
a na al Edita irreeerentiabie 158, 959 

nr a a nanemibnetaiaberotbin 20, 460, 000 
rN a a 1, 240, 000 

I i a tag dic ate inch nag ae aie earee he nearer 21, 700, 000 
Requested to complete purchase of equipment______-____--________ 2, 000, 000 


This new hospital is not a simple replacement of the three existing hospitals 
but an expansion of diagnostic and treatment services is also involved, thus 
much additional specialized equipment is required. 

The Budget Bureau has stated that more of the present equipment should be 
transferred to the new hospital. This statement was the result of a 2-hour tour 
of Emergency Hospital. They have not inspected Garfield or Episcopal hospitals. 
The Bureau tried to draw comparisons between the center and Hill-Burton 
hospitals, the VA hospitals and the military hospitals. This comparison is 
invalid as none of those facilities were designed to perform the same type of 
Services. 

GSA has detailed lists of the many thousands of pieces of equipment needed. 
Following are a few reasons why it is not practical to expect any considerable 
savings through the transfer of existing equipment: 

Premature infant incubators.—Worn to the point where constant servicing and 
checking is required to keep them functioning. 

Obstetrical delivery tables—So out of date that replacement parts no longer 
available. 

Infant resuscitators.—Are the first models produced in 1936; parts no longer 
available ; have been rebuilt twice. 

Operating room instruments.—Have been repaired time and time again, steel 
losing its temper and necessary to discard more and more as time goes by. 

Microtome.—Used to make microscopic slices of diseased tissue for examina- 
tion; machine refuses to perform at critical times and thus proper diagnosis is 
delayed. 

Microscopes.—Are now being rented as it is not possible to get repairs on 
old ones. 

Power machine tools.—Many of our engineering needs have been met in the past 
through kindness of Heurich Brewery who permitted us to use their machines. 

Typewriters.—The last new typewriter was purchased at Garfield Hospital 
in 1948. Service calls and repairs are quite an expense. 

Kitchen equipment.—We have handmade some of the replacement parts for 
food equipment and our service is presently quite limited by equipment inade- 
quacies. 

Litters and wheelchairs.—Now of the age where replacement parts are not 
available. 

Examination lights—Have been rewired, repaired, repainted, and resoldered 
to the point where they are almost unrecognizable from the originals. 

Oxygen tents.—Maintenance department almost constantly has one or more 
in for repair. Are inefficient and cannot be compared with new models in main- 
taining desired oxygen concentration. 

Mattresses.—Not only old but have actually been rebuilt 1 and 2 times. Also 
they will not fit the new beds. 

Bedpans, trays, washbasins, etc.—Many are of enamel finish which is chipped 
and unsightly in appearance. 

Suction machines.—Inadequate in capacity and number to do job required by 
modern medical practices. 

The above items are typical of the status of most of the equipment now in 
use in the three participating hospitals. 
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A logical question might be: Why hasn’t this equipment been replaced if it; is 
so old and worn out? The answer is that since 1946 the 3 existing hospitals have 
been anticipating the Washington Hospital Center ; it was never anticipated that 
11 years would be necessary to complete the project, and it was felt to be un- 
sound for each individual hospital to acquire items of equipment which might not 
be adaptable or suitable to the needs of the new building. 

The physicians on the staffs of the three hospitals, upon being advised of the 
action of the Bureau of the Budget, have made formal protest to the president 
of the board of trustees, Mr. Charles 8. Dewey. It is their wish to be able to 
provide the best in medical care to the sick citizens of the community. How- 
ever, they state that their medical science and skills must be augmented by the 
minimal requirements as they originally requested them. 


TOTAL COST OF HOSPITAL CENTER 


Mr. Dewey. But it shows that after the construction of the hos- 
pital and the cost of land, which was $18,846,000—cost of design and 
administration by GSA $1,459,000, and contingencies of $153,000—the 
total cost of all of those items was $20,460,000; leaving only $1,240,000 
to equip that hospital. 

Senator Magnuson. Who made the mistake on the estimates? 

Mr. Dewey. No one, sir. That estimate was 11 years ago. That 
$21,700,000 was authorized in August 1946. 

Senator Maanuson. Well, why did not General Services ask us for 
this in a regular appropriation ? 

Mr. Dewry. Why do they not? 

Senator Magnuson. Yes. Do you know? 

Mr. Dewey. I do not know why they do not do it in a regular way, 
but I do know this: that time is of the essence. We have got a hos- 
pital there, 800 beds, incompletely equipped, and the doctors cannot 
go into it. 

Senator Macnuson. What I am trying to get at for the record is: 
If this was anticipated when General Services appeared before the 
Budget Bureau with their estimates and their items, they knew that 
this hospital was about to be completed. Do you know why they did 
not ask the Budget Bureau for a sufficient amount in their appropria- 
tion for the coming fiscal year to finish this job? 

Mr. Dewey. No, sir; I do not know that. 

Senator Dirksen. May I add: It probably was due to a controversy 
that is still pending. Now, to get this thing in focus, Mr. Dewey, in the 
original act $35 million was authorized, and they set a limit of cost 
for this of $21,700,000. Now, then, you discovered, as the cost of build- 
ing increased and delays ensued, that the $1,700,000 you originally 
estimated for equipment was finally whittled down to $1,240,000? 

Mr. Dewey. May I put it the other way? This hospital was 
originally designed for a 1,500-bed hospital. It was then subse- 
quently reduced by plans, and when we got our estimates, to 1,200, then 
to 1,000, and now to 800; we are an 800-bed hospital that started out 
at 1,500 beds. Even to save in the construction costs, which will be 
substantiated by the General Services Administration, we have made 
the rooms about 2 feet shorter and 1 foot less broad, to save a couple 
of million dollars in construction cost; we have squeezed everything 
to keep it down. And we have been whipsawed, Senator. While we 
were squeezed down, prices went up. And we think we have done 
a fairly good job, because the amount we are asking to complete, 
$1,710,000, is less than 10 percent of the original amount given us 
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11 years ago to do the whole job. And I think it is no mean task to 
stay within 10 percent—and it is less than 10 percent—to get a fully 
equipped hospital, and not a hospital but a hospital center, which is 
a e run a nurses’ school, do a certain amount of research 
work. 

Senator Macnuson. I understand all that. What I am trying to get 
for the record, which will have to be explained in any case: This hos- 

ital was in the process of being finished and completed. General 

ervices and the corporation had entered into an agreement regard- 
ing the hospital, and you have done the best you know how to squeeze 
down the costs, and the costs have risen. 

Mr. Dewey. Yes, sir. 

Senator Macnuson. Why did they not ask the Budget Bureau for 
this item, and why did they not bring it up here? It has only been 
a month since they have been here, or 3 weeks. 

Senator Dirksen. Let me explain, Mr. Chairman. I think I know 
what the answer is. 

FUNDS FOR EQUIPMENT 


To continue what I started to say before: When you get all through 
and your construction work is getting on to Shiny hetion, and you are 
ready to open this hospital, in October of this year, now comes your 
equipment problem. You had originally allocated or estimated 
$1,700,000 for equipment. You discover now that you have available 
about $1,240,000. But you discover also that the cost of equipment 
has gone up very materially since then. 

Mr. Dewey. Exactly, sir. 

Senator Dimxsren. And you estimate further that, instead of 
$1,700,000 to do a good job of equipping this hospital, it would cost 
$3,240,000. 

Mr. Dewey. Exactly. 

Senator Dirksen. So that would leave you $2 million short. 

Mr. Dewey. That is exactly right. 


USE OF OLD EQUIPMENT 


Senator Dirksen. Now, the controversy, Mr. Chairman, arises over 
the fact that General Services sent a man to the various hospitals that 
are merged in this central hospital to take a look at the equipment and 
facilities that they had, on the theory that perhaps they could be used. 
A good many doctors have come to me and said, “Why, some of this 
equipment is so antiquated and obsolete that you just cannot use it, 
and it would be something of a shame to put that kind of old equipment 
in a brandnew hospital.” 

So if they are going to equip it and do a good job, they have two 
problems, as I see it. No. 1 is legislative authority to increase your 
estimate of cost on the whole project. You would have to have that 
increased by $2 million, and then you would have to have a supple- 
mentary appropriation of $2 million. 

Now, the reason this project has not progressed further with GSA 
is that GSA is probably still contending that maybe some of this equip- 
ment in Emergency and Garfield and the other hospital is useful, and 
GSA, I think, also takes the position that they would go along perhaps 
for another half a million increase, as I understand. 
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So there we are. The hospital authorities think they need $2 
million to do this job and do it right for a brandnew hospital. GSA 
thinks that if they can use some of this tagged material and equipment, 
probably they could get along with $500,000. 


QUESTION BEFORE SUBCOMMITTEE 


The question for the subcommittee to resolve is: Are we going to 
install some of this old equipment in a brandnew hospital anid sort of 
reduce its efficiency? Or, on the basis of whatever the findings may 
be, do we provide an adequate supplemental appropriation to really 
provide the equipment that is necessary ? 

Senator Macnuson. But we are in a position here where we are 
appropriating money to the GSA, not to the Washington Hospital 

orp. 

Mr. Dewey. You are appropriating money, Mr. Chairman, if I am 
not mistaken, just under this supplemental, an increase of this act. 

Senator Dirksen. It is amendatory of the act of 1946. 

Senator Magnuson. But to the GSA. 

Mr. Dewey. But just to carry this out. 

Senator MacGnuson. I understand that. But we cannot appro- 
priate money to you people. We have to appropriate it to them. 

Mr. Dewey. That is what we are asking for. 

Senator Magnuson. What do they say about it? We have enough 
trouble up here, as you know, being a former distinguished Member 
of Congress, appropriating money for what the agencies want, let 
alone appropriating money to them that they do not ask for. 


BUDGET BUREAU ACTION 


Mr. Dewey. Well, the point is this, sir. May I put the thing in a 
little better order? I have here the General Services Administra- 
tion supplemental request for $2 million, with every one of these 
things listed. While my former colleague and dear friend, Senator 
Dirksen, said it was GSA that wanted it, it was not. It was the 
Bureau of the Budget. We went before the Bureau of the Budget 
with all these things. General Services, after consulting with our 
doctors, with our technical people, offered this as what they needed 
to doit. The Bureau of the Budget, instead, gave us $500,000, instead 
of the $2 million. There was $290,000 still unallocated in that ap- 
propriation, so they really gave us $790,000 to buy $2 million worth 
of material. 

Senator Macenuson. I understand your problem. 

Mr. Dewey. Then the Bureau of the Budget said, “No. We won’t 
give you that. We will only give this amount.” And here is the list 
that General Services thought was adequate and necessary after con- 
sulting with our doctors, with the experts that have been working on 
this thing, now, since we signed the contract in 1954. They at the last 
moment say that they are not going to give us enough. And I have 
here the heads of the 3 medical staffs of the 3 hospitals. 
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I have a resolution by the District of Columbia Medical Society, 
saying that you cannot go into a hospital unless it is fully equipped. 

They have cut out all of these various items to keep in sight the 
authorization. 

Senator Macnuson. Then I pose the question: Why do you not set- 
tle this with GSA and then have them come and ask for it? 

Mr. Dewey. I often wonder why I am up here fighting the battle for 
GSA. I am only the president of the Washington Hospital Center, 
and I know perfectly well, and you know perfectly well, sir, and we 
have members of the GSA right here in this room, that they are part of 
the executive department, and they are not going to ask for anything 
that the Bureau of the Budget will not allow. All they can do is say, 
“This is all we can buy; this is all we have money for.” 

I would like to have asked whether they substantiate the things in 
there. 


LEGISLATIVE AUTHORIZATION 


Senator Dirksen. Let me ask from the legislative side: You an- 
peared before the District of Columbia Legislative Committee this 
afternoon ? 

Mr. Dewey. Yes, sir. 

Senator Dirksen. Was that for the purpose of asking for an increase 
in limit of cost ? 

Mr. Dewey. It was in connection with Senate 2194, in which Sen- 
ators Beall and Neely increased the total authorization from $35 
million to $36,710,000. 

Senator Dirksen. Well, now, that limit of cost would make it pos- 
sible to increase, if it were approved, the revised estimate for equip- 
ment and facilities? 

Mr. Dewry. Yes, sir. 

Senator Dirksen. That would embrace a supplemental of $2 million. 
Now, that was a hearing before the subcommittee this afternoon. 

Mr. Dewey. Before the subcommittee. 

Senator Dirksen. In other words, the subcommittee has got to ap- 
prove it. It has to be approved by the full District Committee and 
reported to the Senate floor and also has to go through the House. 
Because you have to have that legislative authorization. 

Now, the second step, of course, is here in the request for that $2 
million for which you are asking additional authorization on this 
equipment item. 

Mr. Dewey. Weare asking only, sir, for $1,700,000. 

Senator Dirksen. Then you have reduced it by $300,000. 

Mr. Dewey. Because there were these authorizations that are there. 
There is $290,000 still left in the original total appropriation. 

Senator Macnvuson. Let us get the record straight here. You have 
just been down to the District Committee and have asked for an in- 
crease in the authorization, which was originally $35 million. 

Mr. Dewry. Yes. 

Senator Magnuson. How much was that? 

Mr. Dewry. We have asked for an increase to $36,710,000. 

Senator Magnuson. $1,700,000 plus. Now, here is the GSA with 
a letter transmitted to us, where they suggest an increase in the author- 
ization of $500,000. 
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Mr. Dewey. That is the exact amount that was authorized by the 
Bureau of the Budget. 

Senator Maenuson. That will be up to the District Committee to 
determine which item they are going to take? 

Mr. Dewey. That is right. 

Senator Magnuson. Because I think you will agree with me that 
there would be some difficulty with us, in this bill—I am not speaking 
of a supplemental—appropriating money that there is no further au- 
thorization for. 

Mr. Dewry. Well, that was the reason we went there; and that we 
understand will be put on the calendar Tuesday. 

Senator Dirksen. I should say to the chairman: You came here 
at my very special instance, because time is of the essence, and if you 
have an 800-bed hospital and inadequate equipment, then, of course, 
it is not serving a useful community purpose. 

Mr. Dewey. I think it would be somewhat of a community scandal 
to have 800 beds just standing there. 

Senator Dirxsen. If they go ahead and authorize this, then, of 
course, we could make this contingent on the authority. 


BUDGET BUREAU COMMENT 


Mr. Dewry. May I read youa paragraph? Thisis from Mr. Brund- 
age, Director of the Bureau of the Budget, directed to Mr. Floete, who 
is the Director of the General Services Administration : 


It appears that $1,700,000 was set aside within the present authorization 
for the purchase of equipment and supplies, but that the amount now available 
for this purpose is $1,240,000 due to a decision to air condition the nurses’ 
quarters at a cost of $460,000. The cost of equipment and supplies for the 
hospital is now stated to be $3,240,000. 

I am reading from this letter. And this is the reason that the Bureau 
of the Budget found against us. 


In our view, the cost estimate is too high, because of (1) failure to make 
adequate provision for using present equipment and supplies available to the 
three participating hospitals. 

I refute that statement, because the first thing that the General 
Services Administration did was to send people to our hospitals to 
see which equipment was usable and adequate and could be moved, 
And that was done in the first instance. And anything that will not 
be moved is so old and worn out that it is not usable. That is in the 
first place. 

In the second place, the Bureau of the Budget have not visited all 
three hospitals. They only visited one—Emergency. So I do not 
know how they know what is in Garfield, which is a 300-bed hospital, 
and the Episcopal Hospital, which is a hundred-bed hospital. 

(2) Overstatement of requirements and of cost increases since the initial esti- 
inate Was made. 

Well, as you have said, I have served in the Congress, and I have 
served on economic and financial committees, and I have been in busi- 
ness, and when we have stayed within 10 percent of the cost by squeez- 
ing things down 

Senator Macnuson. Then read the other line. 
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Mr. Dewey. Then the last one: 


Air-conditioning the nurses’ quarters would be contrary to policies followed 
in providing funds for Federal hospitals, 

This is not a Federal hospital, sir. This is an acute private general 
hospital, and not for profit, and we are paying over to the Govern- 
ment valuable properties worth—I do not know how many—amillions 
of dollars. And it does not hold. If they do not wish to put it in a 
veterans’ hospital or a hospital of that nature, that is all right. But 


this is not done for that. This is to provide a hospital that is, in the 
act, and I again read: 


in the public interest. 
AIR CONDITIONING FOR HOSPITALS 


Senator Macnuson. I am just saying that as to that line you disagree 
with the budget. Because we have many of those items. This com- 
mittee handles veterans’ hospitals. And we disallowed, in many cases, 
air conditioning for those hospitals. 

Mr. Dewey. That is perfectly correct, for that. But this is not a 
veterans’ hospital, and the Government receives nothing in compensa- 
tion from the VA. 

Senator Macnuson. And surely we have disallowed in all cases air 
conditioning, where it did not exist, for quarters. 

Mr. Dewey. Well, the point is this: that this is a brandnew build- 
ing. And I do not think I would like to suggest to the Senate that 
any architect or any builder today who is putting up a building of any 
kind expects to have it last 5 years as a modern building in this area 
without air conditioning. 

Senator Macnvuson. I am not disagreeing. I am just trying to get 
the record straight. 


LETTERS FROM GSA AND BUDGET BUREAU 


All we can go by is the letter we have here from General Services 
and the letter we have from the Bureau of the Budget. We will put 
both in the record. 

(The letters referred to follow :) 

May 24, 1957. 
Hon. RicHarp M. NIxon, 
President of the Senate, 
Washington, D.C. 

My Dear Mr. PRESIDENT: There is transmitted herewith, for referral to the 
appropriate committee, a draft bill prepared by this agency, “to increase the 
authorization for appropriations for the Hospital Center and facilities in the 
District of Columbia, and for other purposes.” 

The proposed legislation would further amend the act of August 7, 146 (60 
Stat. 896), as amended, entitled “An act to provide for the establishment of a 
modern, adequate, and efficient hospital center in the District of Columbia, to 
authorize the making of grants for hospital facilities to private agencies in the 
District of Columbia, to provide a basis for repayment to the Government by the 
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Commissioners of the District of Columbia, and for other purposes,” by deleting 
the amount “$35,000,000” and inserting in lieu thereof the amount “$35,500,000” ; 
e by deleting the date “June 30, 1957” and inserting in lieu thereof “June 30, 

The act of August 7, 1946 (60 Stat. 896), as amended, provides a total authoriza- 
tion of $35 million, authorized to be appropriated for the District of Columbia 
hospital program. Of this amount, all but $290,000 has been appropriated. An 
increase in the amount to be appropriated in the amount of $790,000 is neces- 
sary to complete the Hospital Center. This is a net increase in the authoriza- 
tion of $500,000, Under the authorization of $35 million provided by the act 
of August 7, 1946 (60 Stat. 896), as amended, a limitation of $21,700,000 was 
administratively established for the cost of a site and for construction of effi- 
cient and modern hospital facilities in the District of Columbia, including furni- 
ture, equipment, and supplies. 

The site originally selected for the Hospital Center was that occupied by the 
Naval Observatory on Massachusetts Avenue, The selection of the site was 
contingent on the Congress providing funds for the relocation of the Naval Ob- 
servatory to a point outside the metropolitan area of the city of Washington, 
Congress failed to authorize or provide funds for the relocation of the Observa- 
tory and a new site was selected on the grounds of the United States Soldiers’ 
Home in the District of Columbia. Initial construction on the Hospital Center 
began in October 1953. Contracts for construction of the Hospital Center have 
been awarded with completion scheduled for September 1957 within the limit 
of funds authorized to be appropriated excluding therefrom sums now determined 
to be required for the purchase of equipment, supplies, and furnishings for use 
in the operation of the hospital. In order to stay within the original limit of 
costs administratively established in the amount of $21,700,000 it was necessary, 
virtually to redesign the Hospital Center and reduce the scope of the undertaking 
originally contemplated. This action was principally due to a continuous in- 
crease in construction costs. The Engineering News-Record Building Cost Yearly 
Average Index for the period from 1946 to 1956 shows that there has been an 
increase from the index figure of 262.4 in 1946 to the index figure of 490.8 in 1956 
(based on the 1913 index base of 100); an increase of 87 percent in building costs 
for which it should be noted there has been no request for additional appropria- 
tions or increase authorized for this particular project by the General Services 
Administration or its predecessor, Federal Works Agency. 

In the austerity standards of design calculated to meet a rising cost of con- 
struction, every factor consistent with economy and efficiency has been ob- 
served, foremost among which was the reduction of the size of the hospital from 
1,000 beds to 804. In the completion of this project, however, it has been neces- 
sary to comply with the lately established occupancy standards for hospitals in 
the District of Columbia under provisions of the District of Columbia Code, ap- 
plicable to privately operated charitable or eleemosynary institutions. 

At the time this project was placed under contract it was estimated that 
furniture, equipment, and supplies for the project could be provided for the sum of 
$1,700,000. A recent estimate revised after budget hearings on the subject has 
been made by hospital experts of the furnishings, equipment and supplies re- 
quired for the Hospital Center which indicates that the cost of furnishings, 
equipment, and supplies will be $2,490,000. This cost is justified by the steep rise 
in the cost of furnishings, equipment, and supplies corresponding to the in- 
crease of 87 percent in building costs since 1946. The rise, without the cutbacks 
referred to above would have been greater in amount than that now requested, 
not only because of the increase in cost during the intervening period of time, 
but also because of the advance in design which made existing equipment now 
in use in the three participating hospitals largely obsolete or otherwise unsuit- 
able for transfer to the new Hospital Center. 

Jonsequently, the estimate as now revised of the main requirements for equip- 
ment, supplies and furnishings to completely equip, furnish and supply the Hos- 
pital Center is $2,490,000 for which an increase in the net amount of authoriza- 
tion of $500,000 is requested, utilizing in addition thereto the balance of the ex- 
isting authorization, viz, $290,000 for which no appropriation has as yet been 
made and the balance of funds allocated administratively but unexpended. 
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In explanation of this estimate the items of equipment, supplies, and furnish- 
ings for the Hospital Center have been divided moneywise into three categories 
classified as follows: 

Group 1. Expendable items (less than 1 year of life). 

Group 2. 1- to 5-year span. 

Group 3. More than 5-year span. 





Percent 
of 

Amount total 
la das nace lmindienilan da pian eedincticbe erated $74, 478 3.19 
Cn ieee haan cke eines emeinnrnn a ore <<rehe=smbae<tiile 310,246 13.038 
teal gation neeeaeraien bee apr ee eiinedepete ate egeinetee 2,003,276 83.78 
2,388,000 100.00 
i ali hk Otc Wh, O00: , eka 
tans eerie inerlnrsrege inant eeeigieicinptin ese Sriegellceee ry A | | | es 
tia itneieattnc lve cegateie geet bhenpenien x, camenee aia > ae ME: SG 


A recapitulation of the cost of the Hospital Center project by principal divi- 
sions of work is as follows: 


Ti hah tached ci euteoestnantbereneedionepeiiinsaipigliielabeh adele iliac iat $638, 541 
Construction contracts : 
I = a sees $16, 890, 700 
ee 588, 800 
I a rae heli eB essindedicetie 249, 800 
nee ee ee Sr Pe 4, 000 
ICY Nt cpus each apie tye dabble 14, 800 
17, 748, 100 
IN AD: SUNIL irene cnre inne in ceseren aime ahha mm agape ialinpetail 2, 490, 000 
Design, supervision, inspection and overhead___---_-__---_-_-_--- 1, 459, 400 
specter meng ne cps SA ee nd pha ae EL ETS 153, 959 
DN ince atime ianeievirerin- rire meeniivia reetbiindintgerieiseti Salamis 22, 490, 000 


A summary of the request for an increase in the amount authorized to be 
expended is as follows: 


On ee omnweetids Sis bs. etis ht  ecsei S s $35, 000, 000 
Appropriations for hospital center____._..._-----_--.--__-__-___-- 21, 700, 000 
Appropriations for grant-in-aid hospitals__._.c.--__-_._..---------_ 13, 010, 000 
Balance authorized and unappropriated___._.-_-________-_____--_-_-- 290, 000 
Terekine In nbtinintes 60 detts 342 to sei cel ed 790, 000 
Wet’ increase’ tn: muthortention.< 20060 eco he ots ee 500, 000 
Total authorization as amended by increase in estimates of cost__-__ 35, 500, 000 


This agency urges prompt and favorable consideration of the proposed legis- 
lation. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 
Sincerely yours, 
FRANKLIN G. FLOetTe, Administrator. 


A BILL To increase the authorization for appropriations for the Hospital Center and 
facilities in the District of Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 6 of the Act of August 7, 1946 (60 
Stat. 896), as amended, entitled “An Act to provide for the establishment of a 
modern, adequate, and efficient hospital center in the District of Columbia, to 
authorize the making of grants for hospital facilities to private agencies in the 
District of Columbia, to provide a basis for repayment to the Government by the 
Commissioners of the District of Columbia, and for other purposes”, is further 
amended by deleting the amount “$35,000,000” and inserting in lieu thereof the 
amount “$35,500,000”; and by deleting the date “June 30, 1957” and inserting in 
lieu thereof the date “June 30, 1958”. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 14, 1957. 
Hon, FRANKLIN G. FLOETE, ' 


Administrator, General Services Administration, 
Washington, D. C. 
(Attention : Mr. Robert T. Davis, 6125 GSA Building. ) 
My Dear Mr. Frioere: This is in reply to Mr. Sweeney’s letter of March 20, 
1957, with respect to a draft bill to increase the authorization for appropriations 


for the Hospital Center and facilities in the District of Columbia and for other 
purposes. 

The draft bill would increase the authorization for the Hospital Center by 
$1,710,000 to cover an increase in the cost of equipment and supplies, and would 


extend the period during which appropriations may be requested from June 30, 
1957, to June 30, 1962. 


It appears that $1,700,000 was set aside within the present authorization for 
the purchase of equipment and supplies, but that the amount now available for 
this purpose is $1,240,000 due to a decision to air-condition the nurses’ quarters 


at a cost of $460,000. The cost of equipment and supplies for the hospital is now 
stated to be $3,240,000. 

In our view, the cost estimate is too high, because of (1) failure to make ade- 
quate provision for using present equipment and supplies available to the three 
participating hospitals, and (2) overstatement of requirements and of cost in- 
ereases since the initial estimate was made. Air-conditioning the nurses’ quar- 


ters would be contrary to policies followed in providing funds for Federal 
hospitals. 


After careful consideration of all the factors involved this Bureau would not 
object to an increased authorization of no more than $500,000. This amount 
is sufficient to compensate for price increases since the project was placed under 
construction. If the nurses’ quarters are not air-conditioned, with the additional 
authorization there will be about $2,500,000 for equipment and supplies. 

It is understood that our respective staffs have reached agreement that the 


period during which appropriations may be requested should be extended only 
to June 30, 1958. 


Sincerely yours, 
PERCIVAL BRUNDAGE, Director. 


DISAGREEMENT BETWEEN BUDGET AND HOSPITALS 


And, as Senator Dirksen pointed out, there appears to be a dis- 
agreement between the Budget and yourself, and at least a reluctance 
on the part of General Services to ask for the full amount. 

Mr. Dewey. Well, the reluctance I can understand on the part of 
General Services. 

I am going to ask, if I may, that I may read this. 

Senator Macnuson. And we are in a position where we are appro- 
priating money technically to the General Services Administration. 

Mr. Dewey. Well, we are in the position of providing more than 
good services, medical services, in a hospital that is equipped so that 
it can operate. 

Senator Magnuson. I do not suppose anyone in the 21 years I have 
been around here has voted for more money for hospitals than I have 
in every respect. But we do have a practical legislative problem here. 

Mr. Dewey. Well, all I can do is just present this. 

(The document referred to was filed with the committee.) 

Senator Magnuson. It seems to me what we ought to do: There 
will be 2 or 3 supplemental bills before we are through, here. in the 
next 30 or 40 or 50 days, and we might be in a much better position to 
get this money if we let the authorization, which I presume at least 
will be for the amount suggested by General Services, or more, from 
the District Committee, and then have it in the budget. Because this 
is a very unusual procedure. 
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Mr. Dewey. All we are trying to do, sir, is to get the hospital open, 
and we have, I might mention, in the nurses’ school, 100 student nurses 
enrolled in the freshman class. And they are to come in there on 
September 1, like any other school. If we cannot open the nursing 
school and the hospital and get thin oing, we will have to just 
send. word to these nurses and disenroll them. And known, I think, 
pretty generally is the dearth of nurses. There are only going to be 
146 nurses graduated in the entire metropolitan area this year, and 
we have a school large enough for the education of about 300 nurses 
and we will have 100 in each class. 

Senator Macnuson. Mr. Dewey, I am not trying to argue with you 
about the merits of this thing. 1 am trying to address myself, and I 
hoped ou people would, to the legislative tangle we are in here. 

r. Dewey. I am only representing, as a civilian, the doctors. 

Senator Dirksen. Let me ask: Is there anyone here from the 
Budget Bureau ? 

Well, in their letter, over the signature of the Budget Director, 
he indicates that you have available now $1,240,000. Now, there is 
$290,000 unallocated. Then they suggest a limit of cost to increase the 
authorization of $500,000. By my arithmetic that would add up to 
$2,030,000. But they say if the nurses’ quarters are not air-condi- 
tioned, with the additional authorization there will be about $2,500,000 
for equipment and supplies. 

Now, that nurses’ installation for air-conditioning evidently would 
be $460,000. 

Senator Macnuson. That is what the Budget says. 

Senator Dirksen. I am just trying to find out where that other 
four hundred thousand-odd dollars is. 

Senator Macnuson. The budget says it appears that there is $1,700,- 
000 under the present authorization. Is that figure correct ? 

Dr. Dewey. That is correct as we understand it. 

Senator Macnuson. But the amount now available is only $1.2 
million, due to a decision to air-condition the nurses’ quarters at a 
cost of $460,000. The cost of equipment and supplies for the hospital 
is now stated to be $3,204,000. 

Dr. Dewey. That is correct. And that includes the air conditioning. 

Senator Dirksen. So that if the nurses’ quarters were not air- 
conditioned, you actually would have $2,400,000 for equipment and 
facilities. 

Dr. Dewey. I have not kept the books, Senator, for the General 
Services Administration, and there are a number of members here 
who can keep the books. All we have got from them is that there 
was left for equipment $1,240,000. 

Senator Maenuson. Who is here from General Services? 

Mr. Mepiry. My name is Medley. Other members of the staff are 
also here. 

Senator Maenuson. I wonder if you would suspend for a moment. 
The Senator from Pennsylvania wants to make a short statement. 
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STATEMENT OF HON. JOSEPH S. CLARK, A UNITED STATES 
SENATOR FROM THE STATE OF PENNSYLVANIA 


LEGISLATIVE COMMITTEE ACTION 


Senator Ciark. At the request of Senator Morse, the chairman of 
the District Subcommittee on Public Health, consisting of Senator 
Beall, Senator Morse, and myself, I came here to advise your subcom- 
mittee that our subcommittee has unanimously recommended an in- 
creased authorization of $1,710,000 for this hospital’s equipment. The 
full District Committee will meet on Tuesday, and we have every 
hope that the full committee will approve what the subcommittee has 
just finished doing. 

Senator Macnuson. Senator Clark, so that we may get the record 
straight, that would add to the present $35 million authorization, mak- 
ing the total authorization $36,710,000 ? 

Senator Ciark. That is correct. 

Senator Magnuson. And that is in line with your recommendation ? 

Mr. Dewey. That is correct, sir. 

Senator Magnuson. I just want you to know that this is a very 
unusual procedure. 

Mr. Dewey. Would you wait one minute to hear from the three 
physicians here ? 

Senator Macnuson. I think there is no question in my mind. They 
can file statements. And if we are going to spend that much money 
on a hospital, we ought to equip it right. There is no argument about 
that as he as [am concerned. Iam worried about the tangle we are 
in here, with authorizations and the budget opposition to the full 
amount, and the General Services suggesting that we only give you 
$500,000. 

Mr. Meptey. That is correct, Mr. Chairman. 

Senator Magnuson. Now, one agency says not to give you anything. 
The agency that we have to appropriate money to says to give you 
$500,000. The District Committee is now going to say to give you 
$1,710,000. And that is the position we are in. The corporation 
wants the full amount. 

Mr. Dewey. Yes, sir. I am just a private citizen, and I ought to 
have enough sense to take a little rest. I am 76 years old, and I have 
been working all my life. And I would like to know why the Gen- 
eral Services Administration thought it advisable to ask the budget 
for that if they did not believe in it, and now why they are so satisfied 
to take one-quarter of what they asked for. And that I do say really 
gets under my skin a little bit. That is not our figure. 

Senator Macnuson. We will leave the record open for any statement 
you wish to make, unless you want to make one here briefly. 

’ Dr. Dewey. I would like to have the 3 doctors, who are presidents 
of the 3 medical groups of the 3 hospitals speak. 

May I offer this? That is a statement as an exhibit. ° 

Senator Magnuson. Now, Mr. Medley, you are here. And where 
is Mr. Sweeney? What about this difference of opinion, here? 

We have put in the record the letter of General Services to the 
Vice President, which was referred to us, and this statement here of 
the General Services Administration. 
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GENERAL Services ADMINISTRATION 


STATEMENTS OF MAX MEDLEY, COMPTROLLER; EDWARD C. 
SWEENEY, GENERAL COUNSEL; JOE E. MOODY, ASSISTANT GEN- 
ERAL COUNSEL; FRED S. POORMAN, DEPUTY COMMISSIONER, 
PUBLIC BUILDINGS SERVICE; AND L. L. HUNTER, ASSISTANT 
COMMISSIONER, DESIGN AND CONSTRUCTION 


BUDGET PROCEDURE 


Mr. Mepitey. Mr. Poorman, the Deputy Commissioner of Public 
Buildings, is here, Mr. Chairman, and since they are in charge of 
constructing the facility he stands prepared to answer any questions 
you may have. 

Senator Maenuson. Well, I do not have any questions. I am look- 
ing for answers about this difference of opinion. That is all. 

Mr. Mepiey. Well, I think it is only fair to say, as the chairman 
knows, that all budget estimates go through the normal process. 

Senator Macnuson. Yes, I know that. 

Mr. Meptey. And the Bureau of the Budget, of course, does have 
a hospital group which considers estimates of this kind as well. as those 
from the VA, the Public Health Service, and so on. 

Senator Macnuson. But as Mr. Dewey pointed out, you did ask for 
more from the budget than they gave you. 

Mr. Meptery. That is absolutely correct. 

Senator Magnuson. And when you asked for that amount, it was 
your honest belief in General Services that this hospital needed that 
amount. Isthat correct? 

Mr. Mepiry. Mr. Poorman will speak to that. 

Mr. Poorman. Sir, that represented a composite estimate of GSA 
and the doctors and officials of the new Hospital Center. We have 
certain areas in which we are peculiarly adapted, and they have cer- 
tain areas in which they are peculiarly adapted, therefor both groups 
contributed their talents. 

Senator Maenuson.: Well, what I mean is that at the time you asked 
the budget for this, it was your opinion and the opinion of the Hospital 
Corporation and the people involved, that this is what was needed ? 

Mr. Poorman. The collective opinion was that we needed that 
amount. 

Senator Magnuson. And then the budget cut you down ? 

Mr. Poorman. That is correct. 

Senator Magnuson. Now you have decided at least that the budget 
was $500,000 off, did you not ? 

Mr. Meptry. No. As you will notice in the last paragraph of Mr. 
Floete’s letter, the Bureau of the Budget has advised us they would 
interpose no objection to an increase of $500,000 in the limit of cost. 

Senator Magnuson. They finally agreed to the $500,000 ? 

Mr. Mepuey. So there is an estimate before them now, and if they 
see fit to approve it, the increased authorization of $500,000 plus the 
existing balance of $290,000 under the current authorization would 
result in a supplementary estimate of $790,000. 

Mr. Sweeney. The letter of May 24 is a request for $500,000 of in- 
creased authorization. 
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( Discussion off the record.) 

Senator Macnuson. I think we understand this problem. We will 
take it up with the committee and see what they have to say about it. 

(Table showing comparison of estimates follows :) 

And if anyone else wants to add to this, they may do so. 


General Services Administration—Hospital facilities in the District of Columbia 


Prior Revised Change 


Authorization: 


Ls eeeepeene Cemteris cut 3) sh Sl. $21, 700,000 | $22, 490. 


, 000 
2. Grants. _- Picsindlacacswd quammaeteaginaliatee am 13, 010, 000 13, 010, 000 
290, 000 0 


Se 
Unallocated authorization _- 


— 290, 000 
35, 000, 000 35, 500, 000 +500, 000 


Appropria- | Appropria- | Additional 
tions prior tion 1957 require- 
to 1957 ments 


Appropriations: 
1. Construction of Hospital Center: 
Original cash_- 5 $2, 200, 000 
L — of contract authority SRS ; 7 14, 200, 000 
2. Grants (cash). --_-- 7 13, 010, 000 


Total __ ‘assattiabens ; 29, 410, 000 
Grand total. See aean ‘ 





Comparison of estimates for a Center: 
Land_. Rm 
Construction contracts: 
General construction 16, 890, 700 
PUNO & in cnbiinciitieg Adenia scoiieibahiliatetieeiaieaiiabanbeiniel 
Site preparation _ _ _- 
Water service_.___-- 
Electric service 





Total 17, 748, 100 17, 748, 100 
Equipment, furniture, and supplies____-_- 1, 700, 0C0 2, 490, 000 
Design, supervision, Pees, and administrative oper- 

ations__. : Sede 1, 459, 400 1, 459, 400 
Rennes. oo i a 2. 3. el 153, 959 153, 959 


Total estimate : ‘ L 22, 490, 000 +-790, 000 





Mr. Dewey. I would like to have you hear from 1 or 2 of the doctors 
here. Thisis Dr. Jarman. 


GARFIELD HosprraL 


STATEMENT OF W. DABNEY JARMAN, PRESIDENT, MEDICAL 
STAFF 


AIR CONDITIONING IN NURSES QUARTERS 


Dr. Jarman. I have been over this whole background, as has been 
presented here, and I am not going to take more time to elaborate on 
details, except to say that I feel that the minimum requests have 
been asked for. 

Senator Magnuson. In the way of equipment? 

Dr. Jarman. In the way of equipment. And I cannot help but put 
a plug in for the air-conditioning. Because these are student nurses in 
training, and they are working daily in the air-conditioning hospital. 
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They are on night duty. And to come and try to rest in Washington 
heat is difficult. 

Senator Macnuson. Well, I think, Doctor, you misunderstand what 
Iam talking about. Suppose we only have so much. Suppose we only 
get so much here. You ave got to, then, sacrifice something. So sup- 
posing you did not get the whole thing. 

Dr. Jarman. I would like to take a good look back to see if there 
might be something we could not skip in place of air conditioning, 
without sacrificing treatment of patients, however I don’t know how 
that would be possible. 

Senator Macnuson. I agree with you that it is very desirable to 
have that. 

But sometimes there is the question that even an individual wonders 
whether they can afford air conditioning. And there are certain 
fundamentals they will spend their money on before air conditioning. 

Dr. Jarman. I do not want to jeopardize the treatment of patients, 
or the equipment, and I think the caliber of service rendered by the 
student nurse would be enhanced. Let me put it that way. 

Senator Maenuson. Well, I think that is true in all institutions. 
public or nonprofit. 


Wasuinoton Hosprran Cen rer 


STATEMENT OF DR. W. DANDRIDGE TERRELL, CHAIRMAN, 
DEPARTMENT OF OBSTETRICS AND GYNECOLOGY 


PROBLEM OF RECRUITMENT OF NURSES 


Dr. Trrrett. Senator Magnuson, I am Dr. Terrell. I am on the 
staff at Garfield, and I am the chairman of one of the biggest depart- 
ments at the new center, the department of obstetrics. And I think 
something has been missed here. 

Recruitment of nurses today is quite a problem. We have to have 
something to tempt these girls. I think you are aware that a girl 
can go down here to Garfinckel’s and get a job and get more money 
when she gets her paycheck than she will when she is a graduate 
nurse. So we have to have this air-conditioning to get nurses, student 
nurses. It is an acute problem. There is not a service hospital in 
the country that has a school of nursing. Did you know that? 

Senator Macnuson. Well, I did not know that, but I know there is 
a great shortage. We passed a bill, here, last session of Congress, in 
connection with that. 

Dr. Terreii. If we can turn out a hundred student nurses because 
we have facilities that will draw them, then I think we ought to get 
our air conditioning. 

Senator Macnuson. Any further testimony ? 

(Additional statements were submitted as follows :) 


STATEMENT OF Dr. JAMES W. WATTS, PRESIDENT-ELECT OF MEDICAL SOCIETY OF THE 
DISTRICT OF COLUMBIA 


THE MEDICAL SOCIETY OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., June 5, 1957. 

I am Dr. James W. Watts and represent the Medical Society of the District 
of Columbia. I am president-elect and a member of the executive board of this 
organization. I am also professor of neurological surgery at the George Wash- 
ington University School of Medicine. 
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After reviewing the information supplied by the Washington Hospital Center, 
on May 27, 1957, a “Motion was made, seconded, and carried that the executive 
board of the Medical Society of the District of Columbia is of the opinion that 
the community need for the Washington Hospital Center is such that the request 
for additional appropriations should be met forthwith in the best interest of the 
health of the people in the Washington metropolitan area.” Our medical society 
has 2,100 members and approximately half are on the active and courtesy staffs 
of the three participating hospitals in the Washington Hospital Center. 

I understand that the buildings have been completed and all plans have been 
made to open the hospital this summer or early fall. The interns and residents 
have been appointed, a large class of student nurses has been recruited, and in- 
structors engaged. Although the buildings have been completed, the hospital 
cannot be opened because patients cannot be cared for without proper equip- 
ment. Much of the equipment in the participating hospitals is obsolete. The 
entire goal of the act of August 7, 1946, to provide for the establishment and 
equipment of a modern, adequate, and efficient hospital center in the District of 
Columbia will be lost if this hospital center is not properly equipped. The 
people of the entire metropolitan area will suffer. 

As spokesman for the Medical Society of the District of Columbia, whose pur- 
pose is to promote the science and art of medicine and to furnish the best possible 
medical care for the people of the District of Columbia, we urge that supple- 
mental appropriations requested by the General Services Administration be ap- 
proved without delay. 

JAMES W. Watts, M. D., President-elect. 


RESOLUTION OF EXECUTIVE Boarp or MepicaL Soctery or Districr or CoLUMBIA 


THE MEDICAL SOCIETY OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., June 4, 1957. 
Hon. CHARLES S. DEWEY, 
President, Board of Trustees, Washington Hospital Center, 
Washington, D.C. 

Dear Mr. Dewey: At the meeting of our executive board on May 27, 1957, the 
following motion was effected : 

“Motion was made, seconded and carried that the executive board is of the 
opinion that the community need for the Washington Hospital Center is such that 
the request for additional appropriations should be met forthwith in the best 
interest of the health of the people in the Washington metropolitan area.” 

Sincerely yours, 
RautpH M. CAULK, M. D. 


WASHINGTON, D. C., June 5, 1957. 
Hon. WARREN G. MAGNUSON, 


Chairman, Senate Appropriations Subcommittee (Independent Offices), 
Washington, D.C. 
Mr. CHAIRMAN: In favor of H. R. 6070 and requesting this committee to pass 


on, and supply the necessary funds needed that this bill requires to meet the needs 
of all peoples. 
Calling to your attention and requesting the needed funds for operation of 


hospitals. The comforts of doctors and nurses in air-conditioned rooms in nurses 
quarters. 
The necessary money needed S. 2194; the care of America’s sick, afflicted and 
helpless is first consideration. 
The Lord’s will be done. 
Mrs. C. A. L. STEPHENS, Registered Lobbyist. 
NELL F.. STEPHENS, L. P. Nurse. 


CONCLUSION OF HEARINGS 


Mr. Dewey. Thank you very much for your patience in hearing 
us. 

Senator Macnuson. This concludes the hearing on independent 
offices. 

(Whereupon, at 3:45 p. m., Wednesday, June 5, 1957, the hearing 
was recessed. ) 











LIST OF WITNESSES 


Adams, Richard H 
Akerman, Alex, Jr 
Armstrong, J. Sinclair 
Babcock, Harry A 
Baldwin, Hon. John F 
Baughman, J. Stanley 
Berry, Lewis E 
Buckley, Hon. Charles A 
Campbell, Alan W 
Campbell, Joseph 
Clark, Hon. Joseph S 
Clarke, Owen 
Coggleshell, Thomas 
Cole, Albert M 
Corcoran, Thaddeus 


Currie, John D 
Davis, Bertram G 
Dewey, Dr. Charles S 


Domers, Henry R 

Donaty, Frank J 

Doolittle, Dr. James H 

Dryden, Dr. Hugh L 

Hisenhower, President Dwight D 

Wiseman, Nathaniel J 

Feeney, John F 

Fensterstock, Howard W 

Floete, Franklin G 

Frank, Bernard T., II 

Frantz, John M i 

Prederiekeet, Pred: Ju... ccna eerie ces einine NIE 
Glendenning, William P 

xray, Gordon 133, 328 
Grover, -WayRe Osicc aca cdccuscacccsiianstce cam eenmncatelda Aes 
Gwynne, John W_- 

Haggerty, Robert F 

ERO neg Fs WG essa ects cpt a eT ea Ea a lal 
Hamill, J. A 

Hand, Walter C 

Hanes, §S. 

Hastings, Earl F 

Hazeltine, John C 

Heffelfinger, William S$ 

Hershey, Lt. Gen. Lewis B 

Higley, H. V . 
Fee <I oasis cee th aie aod die cee ae 
Hyde, Hon. DeWitt 

lliff, Col. William S., Jr 

Irons, Warren B 

Jarman, W. Dabney 

Johnsen, W. D 

Jones, Conrad 

Keller, Robert F 








u LIST OF WITNESSES 


Page 
NN i isch ln wi cn hibited ara sascaoa 387 
Kendall, Charles____- Wa us silts sas binning at tala tea ates 133 
DN I ic chased sb cork ii cn 380 
I ack ata enc ill aI cb sialacn eee 423, 441 
acs iscsi ci es ara ea a 247 
NE: OCOD tipiscitiyecinipreningeingateinsseiiigigpiageiatndlanamatcme tai 633 
Tey Bi i an i ehh Oe Ch Like Se dhe Rd bbe cminciiosccmaes 469 
PU NN Onis ca ee ees ge in aaeien enlace 477 
I I cscs eae eee te aN elms sis GLib cs netstat 139 
NN PS NE ccs she esi ca ella in dpoiemeiilcecali a seelarcai 99 
SeConnaughes,-George .0... 1. ccnnnecenccuseneed)-benioll—g 300 
IR INIT, DIE CAMPION... ucininsncsesisid seme encase ieasaiaianale evans 139 
UN NI a eens es ceccnsses cccienienawi univeeenenepeeenbeerentna oR ea hn RLS 441 
asennad segeaneaE 99, 133-660 
CRM OE... seer enesenticensieeneberanenenepenentids eins aie dibbetr eR iagiily 247 
URN aN IN i ienessensanicecinen crc cnrineinaneslbbc penned ereeiaaaniene Mains Esaceg has 341 
I ET cscs nel eps Vil ee minal eaeien eR AIA 93 
nN TEM TN ON aa se ms ensosseicansnen ini eplabnaemenainonnii aed akdik— ped 1, 622 
IPI UR ODL 0)... 0: sc cassis tennis ape encanta a anda LAE 345 
I anastasia cites ae og I 217 
NNN I entangling aa ead aia 660 
mn nanmniante TENSE T 1)... «5: ss:sicanseasassantlatnish pdb cane ees tisaedeeeammaeaaaminmneno ss 633 
SUI aoTUIRSIOINII ccc esse pene dtl acs cient iinet NNG tL Tn lt ial 341 
PIO mNNONS TO... nccnrcmscitansitnsitnstsspiainlliaddaiadiaidaaalnanamaaatanaiaaala Sie 247 
PI CUO A  oscsccasienennensiniiny anita eghaiiis hatin tiaaminaminn eS tan EE he 311 
Un TINUE 200. = ensemble ghia Abedin tl daalaeaimaias aime 424 
I RII asc ecrcscinescamcins icine haiti tndincalanignniieianeaimditmnaidiin te diamndeaet 322 
cs NII ©)... nascar hte aa aasiadeiaiiaiacanaidemte adden 345 
eG, (A. U0... ic sissehiescieseniniasiasmitininiictimncaianiiapainaaamideasaiaiaghe aadeie ae ta 845 
Sennen SUOUATEL: 90T__.. sacasra apm ai eetcpedacieinecabdaanasenna dS AR MB AN eDince illdiowe 822 
en INI ET sot sesasinac blll daisies ipadiehipanddieibaaataimaiiossmitinnaadlaes 463 
enn: rn <I... na ccna aiidacliatacanectalnalabacenie Renin ieamirasiaiianeam andi Rabe bee witt 441 
RIN UIE” 00a. tina tetna cnet nied eisai radeliadestink sie amattemare aie De tang 419 
Se SIN UNY T cnasn-c no nencniasericnenie ainenieaiiienenie een neniniaad ablated 482 
a ic cal ee aed 328 
I, Tb eee pee ene sneha deena ase 93 
RN cn seconde sesg rn omaincesiecnelbcaninsaat aniaeennw-acete ARRAS et Got aate 139 
IN: III EES... sven tn nssoneiiannasea etna eoeneialin meanness asinine alineihinbanasehis len te 311 
ET Nn oss wenn ini cl pec nance igen ate a aaa ieee 139 
I I ase iss iw claglstsi ta sgh nna tilg oasis tapi cacibies Neca lial rei tea cs 217 
N.S POIRIRIPEL. Es... onions mics vlersareainlatteeniiineadiiaeageeilanieatee ded nen oder 139 
I late calle meee aaah arma a ail 452 
IN | MIN A oss cash ineerscis eeansesienind panning panes neil soem asennad ied leaaiaiing 423 
SOONGT, WOE Cnc cence manemenhenscmaluneiti ia sates 660 
NEE S20. UU, BPE SOMO... ...-. <n ns osapeiter seine ent pagtainmeinseeeae inning satinnmmaluaelS 
I NN I cassie nano la i ghia iar aalelb ti samp, eA RO al 311 
I acca al eae eae eee ae a REP ace 41 
I I I a. nanan as ston nse ik tala lh detected aa nade aceite 75 
I I i cla ae a a allan cea aE 75 
i acs ni icant ae a irl inline dias ion Ahh 139 
cc nk acme nell pd er inimen iia eaaat wacked inte eT, 247 
all al a he ei a a EE 133 
PI: REI RIE OI... ccc since copes ae aeaien abe emameanminnna dees aaa gin atake 41 


TE CRON, SONNE, Tiwiceinscc nnn amnnnnpgniaennipinnmakeaene kta edt 412 








INDEX 


Page 
Civil Defense Administration, Federal____--__-_-_- Legitevsiaose BF, ae 
Adams, Oharies S&S. letter fremis an cc occ nck csere wed 461 
Amendments requested____._------ aa oC losbu. Ao a A 
Ametican Legion; position of. 000 02 ce Le eee He 
Allen, Neil Bi: stntement- of... - . .se l a 2 eee 442 
Blood and shock-tiegupy item .....-.. tule Ue A 222 
Carnahan, George W-; letter-from.....120- 12 ele 461 
Communications, cooperation in_.._.._-.-_---.-.---.-----u--L-. 227, 234 
Delegated fanictions; funds for... 22 Juuelele J ae cee. 476 
Disaster reliet PROTON. oo ek ee SL 240 
Atlocations; tibie 00... 2 a... ke. 243 
Method: of Suances O10) esis 8 is eisices See 243 
Status of prewratt, ta... cw 242 
Education and training programs_____~__----_----_-----_---_----- 225 
Eisenhower, President Dwight D., message teow. Lsueciier Jgatnese 241 
Pit ninth te; Cease ca eircdcnrsenscsnr tere ree msevcvabeerna reese 221 
vache CC; Gees o .ndihnqncnndeenneensee nnn Lea 228, 234, 235 
Federal Agencies, civil defense functions in________________________ 238 
Perkins, debn A., statement of... ee Lae aes 238 
Grants for skelter plAteu..o eae ee 288-231 
FHA- Wane tor eletterm....... a ee ae se BLE eis 233 
New buildings, shelters in-_._..______________- Siew esd 230 
RECON EE Sistine e eee ee ee 232, 235 
HiayGen, is0u, Gee, loteee tron Se eee 459 
Blouse  atiowemee Ui i el oie cues io Sa 221 
Hioase . repert,. excerpt. from... isi. ee ee 244 
SOOO oni cree eee ae 217 
Lynch, Richard: ¥., letter from. es ee ona 461 
McCarthy, Hon. Joseph C., letter from... 2220 fon - ele 460 
Mobile - ROWetine ek  e eee a SG bjisitela 222 
Oaman, Munmsutrite. V 000... 0. ia a ee ee 462 
Peterson, ion. Val, statement of... as See 245, 
Reeucties,. este 60... eee 224 
TRGOR TION FI erences UTE ISS ee Es 221 
Reales, _Gecees. co. Sees OF ee A 435, 
AF ee I cece cdi tars owen co enieopoenieninhnonienmaren ot ae, ee Re 437 
Roseberry, Col. R. L., letter from___________ ETN Wale rae are 463 
Siciigne, Hom, HM. C.. letter Seatac ee eo eee 476 
State. civil defense .departinente. .. Ss ee es 224 
evuckpiling, independent dégencion ee ee 221 
Surveys, pias. owe regenren... us se i i ee 219, 230 
Hestoranioms . FOQUNNOG <i eee 219, 238 
Technical. stat, imersese: imgiicu. s3li welitiousA sah ee 226 
WOT, Ve eet FF ep NNN len stn tte revere ererwreniviemsdlins dln ate 462 
TOW ELLA TREIGUR TE UUUG EA, - DOURRION - TIONIIN acter psincannasvcterpymcesreveveseniampend ate nud ete Ste 460 
EVEL Ber vie Cina cate parscaicecacnnigsecenempncnintiecaraiensannictn an ee 41, 434 
Drape ‘RimmnSGa Cai, CCN acts eset ccrarennenarn dd ieee 75 
Agency contributions to retirement fund___...________________ e4 
Annuities, Panama Canal construction employees, lighthouse service 
WIOWE oe ee ee eee ei 59 
Approprintioms requests oecc2cec.55 23 eee ibs 44 
POO, -IMGDOTTAGE 68 oo ince ccccusicsndanneallde 52, 53 
POPOCNGEs 5 o5 a cascccnccnccnnencanee ee ass 54 
BOGHOG aaccccccascaascudamanpnl don idle ies ar sere 48, 51 
Campbell, JQM66 Bincsidcnndncoctatnicannn 2 A eh eer 458 
Contribution to retirement fund..=.........20000 2 Le = 46 








IV INDEX 


Civil Service Commission—Continued Page 
nn eeenn, NN NN ene Co on awan un eonnodoanewss 65 
eee meen BEN oo ecacc eae lcG sl Scale 72 
ores, ree Oe Gna cc oc oe nconenenocuten 66, 72 
nn ek I a, yk nce occa asp pains mas oaks ee im eaten ioteeanes 457 
eee eee. ee UEN Oat SS Lt enon oaawbounannnaneen 56 
ee ee CI (0 ee eee cu eco ash ence 45, 46 
seneeee wr oeos, Tunes tO GEES OVEr. .- oo ee ek 63, 73 
Nee ee nnn eg ict cs asnacibinsunesearen twin adarens 47, 48, 50 
nn oo en Sr Te. io ciao nunawcadenonsaconseneane dO 
Tee reaie® THNCTION | i sk he een aes 49 
sR A ID a a Raed > ene 6 Sales aap Ree pink +e het 41 44 
ee ee ene he ieee —e ieee 458 
Life insurance fund, Federal employees________--------------- 60, 434, 477 
Anottions? funds reamosted. - he eee - Se ee 434 
ARTCC Wes; TI a a ea sb te -ee tens 60 
ives. Walter B., letter from... awk EL er net dtenns 479 
meeter. Arthur C.. tether Tre ak A dasannneosnwreneterteern 482 
Tipe ces Oe ee I is aise a ren deeper tee timrerin 478 
nS en os ec enndetpeceo shes toy —rapbersier 477 
Raterty, Josh A witer Te oo i ahd — see esti ~— 482 
Summary efforts on expense limitation-_._._.._._._-_--_-------~-- 62 
a. ne ne  Leeuilibbla abana tanta 477 
Personnel program, evaluation Of. oct os ees ees nt 53 
Persone! Trenuested. es aah Se i ed eed 69 
De ener ee ee eo a eee 56 
Ce i ee ee ee ea enceeeellis ie nathan 47, 67 
Labor Terrie et ee its si ee eho 70, 74 
SC. Cee a as a A a ee eee 54 
Seeeeeennne SUV TNED COC Or ne a ledbeeleb tises aides espe et ees 45 
Nmith, Hon. WH: Alerander, letter from... .2sistinds eh celle. 455 
Standards. development program. —_ 2k ses ck (ec pieni oes d--- 54, 70 
PNNINEL, “QURNR a os coer eeeenieme See aeleee 5h 

OW Nii epeneesteseuaoc ccs atasarechee ae cecescneDeaace oa RS Sb GS ee ae Taaaal 5 
United States citizens, employment by international organizations... 57-59 
Waldman, Henry 5. letter: from i hee ees es: 456 
Renee Beeasaaee CON te enone 133, 328 
Detense Mobilisation Oviere hk sath 2 dei ui 330 
Detenes Diamuing, Used Loris aa a ad. eae 332 
Delerawon. Gf functions, funds for. lead 333 
Earmarked funds, Defense Mobilization.___.._..__--__-____-___-_ = 339 
Paneeciee tame oe tr ea ei ec i ao 332 
Pe TN cessive seistcnirseenesvennoendnieenb calc A wi koe ke aes aa 328 
National Security Act requirements... ebesies -ccalienine 328 
Omi. POON. Tr a eet ae te 331 
i ae een ne. enero nmiien le oat ciee biden. 133 
apes. program. relation fo. _....b1603- 46a i A a eds 135 
Defenge prodiction, relation to. un 25 wal i eas 134 


House reduction, effects of 


mn mnecanennniren omen ntbhil ald + edn dealin 1G i ts 134, 136 


Benpureementa ibe Joe beocahe) soit 135, 137 
Table and list of materials affected___............-....-_._ . < 138 
Federal Communications Commission____..-._--...-~.--u-- ui. 300 
American Trucking Association, letter from_....-...--__-.-________ 304 
OU A ae acentnmenre EEO alee bh stall et dsae 308 
I I nee eter crits odie. eB doel a totee luce 301, 302 
NR: TOPIINITT -__-._.,.:sisnsesereiihgiatebeniniainat dentin an ignated aad estas 1, aeteetgtae ta 301 
I ia naira senescent rnin a wranianacsin cat deine 45 Beh AT 301 
Lawrence, JcGnn . ¥., letter fromdus—ucsscites-<j-seoludiivicas- cages 305 
Personnel; eiittiorn | ..occ6 ipsa cidouclonesieeals-pansin nda tiesa 307 
Radio-Electronic-Television Manufacturers Association, statement of_ 463 
Radic MNCCerumM, Cemands 00... 2.250.660 0s Hea nesasdaiinsaenas 310 
RN ee ee rh il iat 303-306 
Ee TONE TO CONTITIINIOD. 2 6 oo eco becennssinnneuaiae 306 
Safety and special services, increase in___..-_______-________- ue 308 
Sorpest. semes 1).. Serene Of... .. . kesh tiasioens 463, 
Television programs, Color..._-_-.. ~~. -- Sasdcdsa elie si vobusdinies 310 


Two-way radio industry, development in---_.__-_.___-__________- 465 





Federal Home Loan Bank Board 
Additional positions 
Administrative expenses 
Employment, total 
Estimate, 1958 
Federal Savings and Loan Insurance Corporation 
Estimate, 1958 
House report 
Justification 
House report 
Justification, Board and staff officers 
Restorations requested 
Retirement fund contribution 
Workload, increase in 
Federal Power Commission 
Estimates, 1958 
Justifications 
Federal Trade Commission 
Appropriation action 
Babcock, Harry A., statement of 
Branch offices 
Furriers’ Guild of America, letter from 371 
House action 367, 370, 383 
Investigation, Bureau of 374 
Car price packing 
Jewelry store watch prices 
Newsprint prices, investigation of 
Price fixing, investigation of 
Tranquilizer drugs, sale of 
Justification 
Kintner, Earl W., statement of 
Litigation, investigation and 
Mergers, investigation of 
Crown-ZellethG@ch (O80. siiiinnnsmiitiéiveithindo inp seeemenen 
Miles, Clarence R., letter from 
Monitoring, radio and television 
Personnel situation 
Retirement act provisions... ........siiitnacimilnchokemate =n 383 
Travel allowance 367, 368, 381, 382 
General Accounting Office 93 
Campbell, Hon. Joseph, statement of 95 
Justification 94 
Retirement contributions..........-430.deqsmesndno dennis 97 
Travel, restoration of funds for 96 
General Services Administration 99, 416, 419, 423 
Abaca fiber program 119, 130 
Acquisition of land, District of Columbia 107 
Administrative operations, limitation 120 
Air-conditioning program 
Campbell, Alan W., statement of 
Construction, public buildings 


Custom-immigration building 

xrand Forks, N. Dak., station 
Lundseth, Oscar, mayor, telegram from 
Young, Hon. Milton R., statement of 

North Dakota border facilities 

Peace Garden border station 
Canadian station 
Chamber of Commerce, Rugby, telegram from 
Customs collections 
Description of garden 
Frederickson, Fred J., statement of 
Greater North Dakota Association, resolution of 
General Services Administration, attitude of 
Resolution, city council of Dunseith, N. Dak 
Shelver, Glen D., statement of 








INDEX 


General Services Administration—Continued Page 
Estimates; itemization of, table... 222 sh ct inci 126 
Wederal BEV BOT TiCl ss sckcicwninncnwcnonnnncnnant JOlveat—basesis 108, 110 

Savings-UNEer. FMM cdcancnnonncsnew ns bh seRslaeeds 123 
Pramconis: WetGhOGtek cnc ncciiennnneneenenenceecltiitenntuaussakie 423 
AO: CBin ccc ncnmineeniectntienncnmtiniimnmabalstpbiisihicss 429 
Buckley, Hon. Charles A., letter from__._...-.-...-.....----... 429 
Contenes- BUOVN Gn dine cateniivconnnencensess nel dileidiwL. 426 
General Services Administration, statement of............_---- 429 
TROUSG- COMMON ccndianttidnicwsinewimenwtiennndbudsaliiiiiens 425 
TORSO PUTCHASC; - OA VING -WNAC nunc nnnnnnnnnnn nnn ne osiidiéeokinss 427 
Proposed: amendments s ...n0ndLi secu nie dd halls 428 
Russell, Paei-B., statement: Ol. adcccoccenneslseinddes ce 424 
Btate- of pretettscs ccccictmswumne nei eatbié 424 
General qupely and. <ccsccciedincccccccncnewuned sessed 113, 127 
Hospital Center, District of Columbia..........-.----.------------- 662 
Gaatk; De: Ralgh M.,-letter MoM nsndcncacccacnsnnssulwseelic’ 663 
Clark; Hon. Joseph 8.,; statement of... snes 659 
Jarman, W. Dabney, statement of........-..------_----_-___-- 661 
Stenhens; Nell-F., letter LreMsneeswinncncecmnetieins 663 
Terrell, Dr. W. Dandridge, statement of__....----.--_.._---_-- 662 
Watts, Dr: dames-W :-lethet BreMivsdisdncconsnccnn nes 662 
SURO ecdcccnccsnconenelbti ula lise) cesses 99, 101 
LMDSEASS CHANHOG, PROPOR cetbriccwnnecmeencceneetiil 25.2 123, 130 
National archives and record service_.__........--------._----. 113, 128 
DEMGCOGIM—, -URO~ Ofc cccucs ctacundccnscancnes deal... 124 
Gafenuarding, -procedures Cf ..0c<002 fli Jo el ee 125 
Stewage; approach: te-g0el.s.. Sou ek. we oc use.. 124 
Payments, public buildings purchase contracts__............--_--- 105 
ween) property: in VORbOry sccccsucccsnwndd Jidi, de oul 132 
Reductions, effects of___- 101, 104, 105, 107, 108, 111, 114, 115, 118, 119, 126 
Repair.-and: jAmprovementscccsascceosel Us dl a 103 
Stennis, Hon. John C., statement of.....--.--_-...-.----.-_-_------ 125 
Strategic and critical materials_.......................__._ 116, 128, 133 
Transportation and public utilities service___._............-_.--- 115, 126 
Travel limitation, amendments to....-.--__ 102, 104, 110, 112, 116, 122, 128 
Gompanrative -tablesscccscccccs eee luelier se Ru le 2 

Housing and Home Finance Agency__--.~....-..--..2---- ee 139 
Amendments requested, 1958, table......_...._.----_---.__-_-_--- 152 
Ria racer; Ce OF he wcesetsrsererrewricment 140, 150 

Metmisvinteative GreOeG = 64 scedisnccnciacumeddiie eulecil 142 
Meme 6GGasctscescecsccocs) JUS Cu es 150 
Restoration -TequeseeG <cccccccscccccccccccccnasecoes desl 151 
Steiner, Richard, statement of..........__---.....--_-----_-._ 166 
Tepe somewel: MrOmreM-seseccuc de) uu ee 153, 168 
Voluntary home mortgage programs_________---___-_-._---_--- 153 
College housing program (see Public Housing) —.-_---___--------- 187, 189 
Administrative -expemecs. iio) ee ee ek 187 
Hazeltine, John C., statement of.__.___..______._..-_____---_-- 188 
Detenae septimation fametienecs ox accsceec ns LUSIE Ba Luk 162 
Motiqunbe, 3200S rns cst ceemecsson dl LUD we i eh 140 
Vederal.Housing Administration ««.1022220.20L uc lo llecuk 214 
panne areeeeen P. Statement 06. c6cicn oo eee ee 215 
DARTH ttm ede BOLLS MUO. 215 
Federal National Mortgage Association.___..____._______._________ 208 
AGmipiatrative-expetse@iiigoii ou cies ek LU sbi... 217 
maugnman, J.-8.,- statement Ofii i212) a tk 208 
OPCOWING~ GUUEROTIT dcnmnennnek uss Thule ld a .. 210 
Prev entased) MMIC OR iceiswrereee ULSI Sa Se seu 217 
Blouse allowance, AGGGuacy. Of ....cnenewenUse JU oe 211 
meginiative. pregragbbieels. 2 a I Os 209 
Secondary mortgage operations___.___.__.--._---_--.-_-______ 209 
Wimaneiel .condition. of .ageucy.............02i2i 1 iad eet 156, 157 
BEOUS0 TODO Cbs cemsentenoels od Dos. eed h 141, 143, 147 


Justification 


140 

Liquidation program, revolving fund (see Public Housing)... 147, 156, 201 
Completion date, expected 207 
Foreign-made materials, use of....---2-- 207 





INDEX 


Housing and Home Finance Agency—Continued 
Liquidation program, revolving fund—Continued 
Investment, total 
Justification 
Lanham housing ............<.b6.88u Setters eegerncanaenieedlidic 
Limitations, nonadministrative 
Operating funds, transfer of 
Schedule of activities 
Slusser, Charles E., statement of 
Technical smen@mente...........3eencuconncue- eee 
Units in program, total 
War and emergency housing 
Meyner, Hon. Robert B., letter from 
Miles, Clarence R., letter from 
Planned public works, reserve of 
Amount involved 
Projects completed 
Total applications... +... ise? eee 
Project inspection and audit 
Public facility loan program 
AGVIDIGIIATIVS COG sisi oti nde eens 
Default procedure 
Justification for program 
Public Housing Administration e 149, 154, 
Adininistrative expeiees........ snc 149, 154, 
Annual contribution 
Authorities, total public housing 
College houttie 1eGUE....3o eet ce ene 145, 155, 
House report, excerpt 
Liquidation program revolving fund 
Retirement fund, contribution to 
Travel limitation 
Urban renewal program (see also Public Housing) 
Administrative expenses 
Contract authority 
Disbursements, total 
Largest grant 
Restorations requested 
ROCHE PRO stints clase ase aceon peep aman ated 
Urban planning grants 
Total States involved 
Interstate Commerce Commission 
Activities, expansion of 
Automobiles, purchase of 
Backlog of work 
Bureau Of DuGeet TOmUCIOOe. kits ee 
Defense mobilization work 
Estimate, 1958 
House report 
Johnson, W. D., statement of 
Justification 
Lampley, A. M., statement of 
eR a ares meer 
Locomotives, defective 
Motor carrier division, inspection service in 
Railway Labor Executives Association, affiliates 
Rate adjustments, time required (fol 4.06 ace noeeieensieeeniene 
TE POCU I a is oeitia eeeee 
Restorations requested 
Riley, George D., letter from 
Safety and locomotive inspection 
Safety appliance act, violations of 
Tariff simplification 
Travel limitation 
National Advisory Committee for Aeronautics 
Construction and equipment 
House action 


ee ee a a oo = 


195 
200 
199 
197 
179 
179 
185 
186 
187 
155 
201 
150 


. 160 


168 
165 
168 
168 
178 
169 
170 
172 
174 
$22 
325 
340 
335 
336 
327 
322 
828 
469 
323 
473 
340 
471 
334 
470 
337 
339 








VIII INDEX 





National Advisory Committee for Aeronautics—Continued Page 
Positions requenbeds oi ac tiee tL 2s ees ct tds 89 
Voeranciet; (Otc ccc cnccannsesdnessnnnwenns iin ie 88 

Doolittle; James-4.,-statement Cb nnnsnccnencccmmncwestliassnie..~ 80 
Positions, rerestoration requested___.....__---------------_-___ 84 
Research initiated, amount. of... cel. 86 
Ruskin se -Gir Stren is ak cei sen ea. ees chs 82, 83, 84 

Matiitee: 206 O sac ccccccomncncncsunnnst ted nie 9 

oR ass hei ee ete 76 

La CRUG + = acm ca cansnnccnnnes uk late. 76, 91 
Thomas; Hon: Albert, letter: froma nnn cel a el. 76 

Pereemn peeebems,  Cnenent =. «caren a a ae tea. 90 
Dee PORIR: 2 2 ote see ee hd cc. oesiesae ie oD) 

ROO: WC OF | ee cccwccsetl yh ead ee Ch 90 

en a tN eel Te Sew gs ee 76 
nt TEN s ck debe ee ccccmmanseelilis ulus. 79 

Special investigations and reports___........._------_-_-_--_____- 91 
Reetee Galeton: Wy Meena ens ens ek 91 

Ditionnl| “Gagpetet Housing  Authority.c-<..... Le ed eee es 341 

TRS es ose Geiser eee cconssnt lvl Ai a kc 341 

Se oS Sortirittess cs cemaedtie sh PU. 341 

See AUilt Ges NRE ~  cee  ccccce cae UL ee. 247 

Para ar Douneatioi= =. nce eh. 288 

ae eon ‘contribution :of ===. = eb a 263, 271 

ree, carers eee Dies tei eee a eto adis—= 278 
POG Se -r0ne -in ONE. ei ccna cs nee as... 276 
rae heiet (Ob cies ok oo ese cee 264, 271, 274 

CUCtiea omens. fethow, Bret as a en ee ee... §25 

Earth satellite—international geophysical year_____.____-___-_---___ 249 

okt Bl ee eee eee pete eet is 249, 260 

International geophysical year—earth satellite_____- LAC sues Dep 
COTTE IA = 2 ois en see cceescssescen UO a 25h 
Peet SOS ee oe oes chk eee ee 249 
eee Tir Wisc Secisis co ce ee PA as 252, 259 
Tees mi CenenteOM bee ce net ak 258 
Sena COSGNN Ss o224 cos ccc ccce ghee eee a 261 
International aspects of program................-.._-....-..- 254 
eee EEOC 3h cece mance de ee 250, 256 

wets  Oieting aS +n cabten osc cesset oA 257 
Cher vaiaosrte’ be - Wines. 5 aa ee 253 
I: Te ras arene 88 6 A a 251 

Sins os sc aatceesesesas ee ike sasel ee 486, 494-518 
Ride: Tirte; atatoment Of. 05522 is 523 
Deities; Dire; DeneidA:, Beeet Teh 3 oa se 494 
Coe, dae Cran: P, tateer Seek = = 5 a ceca 524 
Cobelli Wi :; totter fetes oes eh eas 491 
is ee reste fo 488 
Coir oan TF ; Dai ie sa ee oe cccnecec 524 
Eee Sees are aCe MONE cc cccscsesescnn 483 
Sees Baek Beekrs 3, Weber 0b et es 492 
Magnuson, Elon: Warren, letter from...........=-~~-.L.2.-.e 491 
meyaer; Tien: overt BD; jetter from. oS 520 
miles, Clarence R., letters from:..=-=....-... 518, 520, 521, 523 
Str ee, NOUN a ee nS) 494 
Murray, Hon. James B., letter from___............._--_____-___ 492 
Neuberger, Hon. Richard L., letters from____________-__-_--__- 484, 524 
Questionnaire to students for evaluation_______________________ 494 
Scientists of tomorrow, Portland, Oreg_____._____.-____________ 482 
ern enmier Tt: letters fremsaciccscccc ccc NS 485, 486, 487 
Drennan rape fn UD Figen ection sities 482 
arses, Gane “1. Detter Ort oe ak 492, 493 
ee Pe ae eg ene pS kg DE REE Lapel a | G eae 493 
WOue, Sere: -wreteer PF. aetbers froticcssnceecce nl 525 

a eR RTEAA AN AT ni LE etree la gn 247 

Daan Canes wenmentee= 2 ee ee ee 290 

Sei nreen. elrecun OG Se Lh SS ee nn ee ZAR 


Morse, Hon. Wayne, letter and statement from_______________-______ §22 





INDEX 


Basic research, contribution of—Continued 
Reductions, effects of 
Research facilities, effect of reduction on 
Computing facilities, university 
Radio-astronomy observatory 
Restoration requested 
Scientists, need for training 262, 275, 277 
Wieck OF POC since ceekcnhien isco i ene 275 
Georgia proposal, curriculum development 
Junior scientists 277 
Werle FOCCCO ER a ic etna hac actin seinsioch ten eacdeaillipeinn ee cuaaeegiaees aanamia 273 
Shearhouse, H. S., letter from 280 
Waterman, Alan T., statements of 
National Security Training Commission 
Atherton, Warren H., letter from 
Eisenhower, President Dwight D., correspondence with 
House report 
Renegotiation Board 
Pa Cre RT WO COIN aa hs es cee nett ieee 
Backlog, total 
Below-cost bidding 
Board procedure 
Chicago office, closing of 
Coggleshell, Thomas, statement of 
History of act 
House reduction 
I wins cies is ded reeds elaine ew ain el onm lla ee ec 
Inflation, effect on 
Morse; Hom: Wyte, SCRIMIIG Gina e ic tanccccenn scene 
Reduction in workload 
Renegotiations “floor’’ 
Personnel, total 
Clearance procedure 
Prior year funds, comparison of 
Profits, effect on 
Recoveries, total 
Restoration requested 
BCRtOLOry TRCCORG ssn tt eb enineuinle binant 
Statutory floors, raising of 
Securities and Exchange Commission 
Amendments requested 
Broker-dealer registration and inspection, chart 
Corporate security offerings, chart 
Enforcement action, chart 
Estimate, 1958, with chart 
Fraud cases, increase in 
Gross national product, equipment, Dow-Jones averages, chart 
Hastings, Earl F., letter from 
Justification 
MEGEIOE TREUD OE CE ies si eee nih Renee 
Personnel, additional needed 
Personnel, chart 
Registered issues, increase in volume of 
Registration statements, chart 
Retirement fund contribution 
Securities registered, chart 
Statutory time period 
TE POT TN isan assests cabarets Sin cack aeihact tenis ee 847, 359, 360 
Selective Service System 21 
Automobiles, purchase. of 36, 39 
Mileage and use, table 
Doctor’s draft, discontinuance 31 
Estimate, 1958 23 
House reduction, effects of 34 
Counties, consolidation of 32, 33 
Inductees, travel of 39 
29 





x INDEX 
Selective Service System—Continued Page 
SRG eh Oras citeicsctictsnder sciences errenerirercnmsenancnnmaldecls titling thbiiaimilaal 22 
ROreanOmperionee..o ceed dosh ee blind tistae 35 
EMMSUREC CORRG OR ssccccterem stone dne tiie a Lindl jl dae 36 
Loch: DORE sx ccsccacswcccnpemnensoiddd dob dius 24, 34 
Qnetntine GERtRN0t 8 iscsi nenene nese tbe pel. diicia 24 
POTN os seicsccscccicccccsnwenwewanenebh lh intel 31 
Relnctiens:-mreber - 06 xicc ct carcnwmeene css lnlsialinneauben 29 
Enseitiosnece tent. fatlureg i i tice 30 
PUSCONNRS~ CR00 555 sk ccccccceseccnacewnwnidindibdind bein 35 
Restesstion -weqmettet assis. cccescccncewnscnwewisdcsiins nian 38 
Retirement: fund, contribution - 002.02. .0d ida teed 40 
Berentinks enh engineers < 6s de ebb hs 26 
Dita: POO esc Lee Pe i 25 
VFetecanv>Ddminiotration | .5o 5 ccscrccc kk i eth Stk 387, 430 
Alterations, improvements and repairs, major__.._.---------------- 406 
American ‘hegton;- position Of csceck ccc ccc cammewod aes 441 
Bradley Commission, report of... 5. ccc ewes sk ' 445 
Paoeeitaie: comptructiow’ Ofsds oc ccc cca ccc ccna Sde eee 446 
Insurance department, operation of......--.-----------__-_-_-_ 447 
Medical and hospital service.--— cence es 448 
SeRNRRUN RWNEG abe cecceececmcececccesessecsl Lee 449 
Resolutions, national convention... =. 52 os 450 
Auipenption; repianement Of o-oo A ae 406 
Baiswin, ou. Jom Fa. tetter from. oos5525 ao ecccecndn 430 
Botton; iien: Frances P:; statement 0f- =. 2552-250 6050080 ees 431 
Branssomb; Marvie,; letter 00. 52a EU Ea 629 
ueckiny; Shon: Charica; #.; teteer Tromso asad oe 429 
Civil defense, American Legion position on-_-------_.-_---___---___ 43 
Ceeintjert bud pensions. ~. 5 33 eee 396, 407 
Comparison of appropriations, 3-year table_____.______________ 409, 410 
Peis eee eee eee 408 
Cn Sn a a re ae 403, 431, 433 
Aaeitional quarters, Fargo; N; Dak. a 406 
Disabled American Veterans, letter from _......-_____________ 404 
Ray; 21. ee eS oes gee th Lee 412, 423 
meee: 7. ok wenn OF |. = eee eee 423 
ewer fea See eerer eee Lea 406 
Young, Hon; Milton Bt., statement-0fi 413 
Hospital construction funds..................... 412, 423, 430, 431, 433 
Aree OL Te on nnn ee eee 432 
Baldwin, Hon.’ enh ‘f., 1etver Tron. a 430 
Bolton; Hon. Frances P:, letter’ Trot. on ses 430 
Hvdée,; Hon: DeWitt: BB; jetter- from... 2.22 lu 430 
Pet OE 3 eee eee 405 
INNIS ON a ee ee oe Andee 393 
Ne eee ea cere eccrine eee tee at ene ee er 388 
opal 388, 394, 398, 400 
nyoe, Bon. De: Witt, statement of. —_=-~—~~<-ese nse ee 433 
RII ORR SS cnc Reet ae Se eee 399 


CURRIN E os ar cs een een 388, 399, 


Breese: 7G; statement 01 |. cccecc ccna ewe JE 443 
Lanmpuage changes requested.-<. 2 eho ea ea 393 
Mogens RGmINsEeOc co erent Sc ee 395 

RONOATCR: OTORTAM.—s-- soccer LL 396 
Operating expenses, miscellaneous__...______--__--_--.__-----_. 395, 398 
Philiopines; grants. to -hespitel- ince. se en  l ds 402 
qenezusment ~benehte« « -ccccccenccccsaccncccccssse NUL 411 
Retirement contribution_________- srapapinanacanarte ca csdeti dA ESTES a 399 
Supplemental appropriations, need for____._._____----_--_--_---_____ 401 
Supply depots, maintenance and operation____-________---__---_.___ 400 
Trevel -limitation, increase 1D... LULL 400 
Veterans-of Foreign Wars,-position-0f a ocnnncenrsncmnwe eit Lis 452 

Ketchum, Omar B., statement. of... 020i eee ee 452 

Rockville,.260., BOspital- la siccasncunanons LLU ee Bae 454 

Siover, Prancis-W., statement 0f....nccccnsendltZLuil 2aacess 454 


O 





